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Saving Grace 
Thrift is a virtue—and necessary to provide for emergencies. Wise investment of 
‘savings secures the little extra that can mean so much. HASTINGS AND THANET 
Building Society offers several attractive schemes, yielding good rates of interest 


(Income Tax paid by the Society) with maximum security. House Purchase facilities 
are also readily available. Write for booklets, ‘‘ Profitable Investment” and 


*“* Home Buyer’s Guide.”’ 


Hastings and [hanel 


BUILDING SOCIETY 





Established over 100 years 
Assets £28,000,000 Reserves Exceed £1,300,000 


99 BAKER STREET, LONDON, W.1. 
Telephone: WELbeck 0028 
Member of the Building Societies Association 
Branches and Agencies throughout the Country 
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The Largest Banking Business 


MTTTORTTITNT INT ° 
Wire 11 New Zealand.... 


. » . With over 380 Branches and Agencies throughout the country. 
Businessmen, intending settlers and travellers seeking up-to-date 
information regarding the Dominion are cordially invited to make 
use of the extensive facilities of this Bank. The Trade and Inform- 
ation Service of the Overseas Department at Head Office is freely at 
your disposal. 

Branches also at Melbourne and Sydney (Australia); Suva, 


Incorporated with limited 
manent ) 
a Leste, Labeen, Ba ond Nedi (¥G0, Aple (hemes). 


BANK OF NEW ZEALAND 


LONDON MAIN OFFICE : 

I QUEEN VICTORIA ST, E.C.4 + A. R. FRETHEY, Manager + A. E. ABEL, Asst. Manager 
PICCADILLY CIRCUS OFFICE : 54 REGENT STREET, W.! 
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Write or phone to Olivetts for full particulars 


British Olivetti Ltd. 


30 Berkeley Square, London, W1 
Telephone: GROsvenor 6161 











The new 
Olivetti 
Elettrosumma 
22 


the fastest 
adding/ listing 
machine 


yet produced 


With a speed of 200 cycles per 
minute the Olivetti Elettrosumma 
22 is the fastest adding’ listing 
machine yet produced. Entirel; 
new in design, the Elettrosumma 
is am easy-to-operate machine 
which does not require any spe 
cialist training. It has the simpli- 
fied ‘streamlined’ keyboard which 
allows figures to be entered (with- 
out the mental effort of select: 
ing columns) in the same order 
as when written by hand. The 
printed record provides a perma: 
nent check on the accuracy of 
the calculation. 


CAPACITY 

Entering : £9,999,997 19. 11j 
or: £ 99,999,999 19: Il 

Totalling: £ 999,999,999 19: 114 


WORKS IN STERLING OR WHOLE NUMBERS 
MULTIPLICATION BY RAPID REPEAT ADDITION 


There 1s no other 
machine combining all 
these special features 
at any price - 

£ 89,15.0 
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MR FREDERIC SEEBOHM 
who has been elected a deputy chairman of Barclays Bank DCO 







































What you need 
is more permanent 
capital 





bankers to some of their best customers | 


This advice is not infrequently given by 
| [t marks the need to meet which the Joint Stock 


Banks, in 19-45, set up the 


| Industrial and Commerctal TT 
Finance Corporation 1 
i] Limited 


| The Corporation’s business is to provide long | 
period loans on fixed terms as to rate and _ re- 
demption, and/or preference or ordinary share 
capital, to concerns which have no ready access 
to the capital market through the = Stock 





exchanges 


“= sess on 


| As its constitution would sugeest, it works « losely | 


in every way with the banker 


| Write for booklet: ‘Capital for Business’ 
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A Financial Notebook 








Unemployment at a Peak ? 


Tue level of unemployment in 
Britain revealed at the count on 
January 12—621,000—was almost 
precisely that forecast by the Minister 
of Labour at the beginning of No- 
vember. This was the largest total 
recorded in any post-war month 
apart from February and March, 
1947, when the fuel crisis gripped 
Britain. Roughly halt of the rise 
of 89,000 between the December 
and January counts may be attri- 
buted to normal seasonal influences 
and part of the remainder to the 
exceptionally bad weather prevailing 
at the time of the count. 

After making all allowances for 
the season and the weather, how- 
ever, there is little doubt that there 
was an appreciable real increase in 
unemployment in January. It re- 
mains to be seen whether the Minis- 
ter of Labour’s second prediction— 
that January would be the peak 
month tor unemployment—will be 
fulfilled. 

Most other pointers coming to hand 
last month suggested that the gentle 
upturn 1n the economy that was dis- 
cernible in the closing months of 
last year was continuing. Retail 
sales remained buoyant—the pre- 
liminary estimate for January indi- 
cating a rise of some 6 per cent in 
value, and 4 per cent in volume, 
compared with January, 1958—and 
the Chancellor in a speech to the 
National Production Advisory Coun- 
cil on Industry referred to other 


“small but distinct signs of an up- 
turn in our economy ”’. 

These more hopeful tones were 
echoed in the latest inquiry into 
industrial trends conducted by the 
Federation of British Industries. At 
the date of the inquiry, the beginning 
of last month, 35 per cent of the 
industrialists interviewed took a more 
optimistic view of the business out- 
look than they did four months 
earlier while 15 per cent were less 
optimistic. Just over 30 per cent 
reported a faster inflow of new orders 
in the preceding four months. This 
increase, however, came _ entirely 
from the home market; on balance 
new export orders were lower. Only 
8 per cent of the industrialists re- 
ported an increase in profit margins; 
53 per cent reported a decline. 


Large Gold Inflow 


The strong demand for sterling, 
which carried the exchange rate just 
over the $2.81 mark in the first 
week of February, faltered in the 
middle of the month and the rate 
eased slightly. The falling-off in de- 
mand became most marked after the 
drop of nearly 4 per cent, to 3 per 
cent, in the Treasury bill rate at the 
tender of February 6, and it appears 
that the inflow of short-term funds 
was sharply checked. The rise in the 
bill rate two weeks later helped ster- 
ling above $2.81 again. 

Some indication of the magnitude 
of the inflow of funds in the weeks 
following convertibility can be ob- 
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tained from the gold return for 
January. Despite the payment of 
$84.5 millions of gold to the Euro- 
pean Payments Union in settlement 
of the deficit in December, Britain’s 
reserves of gold and convertible cur- 
rencies rose by $42 millions to $3,111 
millions. ‘The true rise in the month 
was thus $126 millions. 

This is a far bigger increase than 
can be explained by normal com- 
mercial transactions even at this 
favourable season. Part of the in- 
crease, perhaps $15 millions, is at- 
tributable to purchases of external 
sterling by Reynolds Metals in its 
fight for control of British Alu- 
minium. A large portion of January’s 
gold gain, however, must reflect the 
inflow of foreign funds, uncovered 
by a forward sale of sterling. 

Britain’s exports in January 
totalled £270 millions, or about 
{£2 millions less than the average 
monthly rate in the fourth quarter 
of last year. Re-exports were also 
{2 millions less than the fourth 
quarter average. Imports, however, 
which had been swollen in Decem- 
ber by the drive to clear outstanding 
entry documents before January 1, 
fell back to £329 millions, their 
average level in the fourth quarter of 
last year. ‘The trade gap between 
exports and re-exports (valued f.o.b.) 
and imports (valued c.i.f.) was thus 
£49 millions, compared with {77 
millions in December and a fourth 
quarter average of £45 millions. 


EMA’s First Month 


The first month’s operations of 
the European Monetary Agreement 
confirmed the view that the clearing 
facilities that it offers, which were 
described in an article in last month’s 
issue of The Banker, are unlikely to 
be used in the normal course of 
payments. It was announced by the 
OEEC that the only balances brought 
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into the settlement for January arose 
from ‘‘certain bilateral payments 
agreements’ involving four coun- 
tries. All interim finance granted 
during the month was repaid before 
the end of the month and thus none 
was brought into the clearing. The 
total sum passing through the clear- 
ing was $2 millions. Thus vir- 
tually all intra-European payments 
were cleared through the foreign 
exchange markets. 

The European Fund, whose dis- 
cretionary credits have replaced the 
automatic facilities provided by the 
EPU, has announced its first ad- 
vances. It has granted a gold credit 
of $15 millions to Greece, to replace 
the unused portion of its quota in 
EPU and a credit of $21.5 millions 
to Turkey in place of the “ rallonge ” 
granted by EPU last July. Both 
credits are repayable in two years. 
Interest is 34 per cent and there is 
a service charge of } per cent on 
the undrawn portion of the credit. 


Winding up the EPU 

More details were released last 
month of the bilateral claims and 
debts arising from the liquidation 
of the European Payments Union. 
Under the liquidation provisions 
debts and claims on the Union are 
converted into bilateral obligations. 

Britain’s gross bilateral debts total 
$466 millions against which can be 
set bilateral claims of $88 millions, 
leaving a net debit of some $378 
millions. Against this, however, 
Britain is also able to offset some 
$146 millions owed by three of her 
EPU creditors, Germany, Nether- 
lands and Austria, for wartime post- 
war economic aid. 

About $382 millions of Britain’s 
gross bilateral debts are already 
covered by amortization agreements 
—including $268 millions owing to 
Germany, repayment of which 1s 











spread over the years to 1971. The 
liquidation of EPU is thus not 
likely to involve Britain in any sub- 
stantial additional repayments in 
coming months. 


Ex-Im Credit Not Renewed 


The Government has decided not 
to seek a further extension of its 
undrawn line of credit from the 
United States Export-Import Bank. 
The line of credit of $500 millions 
was granted in February, 1957, and 
was available for one year. Half of 
this amount was drawn in October, 
1957, against the collateral of ofh- 
cially held dollar stocks with a mar- 
ket value equivalent to 120 per cent 
of the advance, and the period of 
availability of the remaining $250 
millions was extended for a further 
year in February, 1958. 

Interest on the drawing is fixed 
at 43 per cent, and repayment will 
be made in ten half-yearly instal- 
ments commencing in October, 1960. 


Exchange Controls Eased 


Sterling’s move to non-resident 
convertibility at the end of Decem- 
ber was followed last month by 
three changes in export and ex- 
change controls designed to reduce 
discrimination against dollar pay- 
ments. First, the list of goods 
originating in the dollar area requir- 
ing a licence for their re-export has 
been drastically reduced. The freed 
goods include animal feeding stuffs, 
grain and grain products, tobacco, 
cotton, aluminium and nickel. 

Second, restrictions on the transfer 
of legacies to beneficiaries in Canada 
and the United States have been 
removed. Since November, 1949, 
only the first £500 of such legacies 
had been officially remittable, though 
there was no restriction on transfers 
to beneficiaries residing elsewhere. 

Third, emigrants to the dollar area 


can now transfer up to £5,000 
capital per family, the sum allowed 
to emigrants to other non-sterling 
countries. Previously such emigrants 
were restricted to a “settling in” 
allowance of £1,000 plus £250 for 
each dependant up to a maximum 
of £2,000 in all. 

In practice balances in excess of 
these limits for legacies and emi- 
grants could be transferred at a 
small discount through the market 
for security sterling. 

It was also announced last month 
that sterling usance credits can again 
be made available for the finance of 
trade between third countries. The 
use of such credits was prohibited 
in September, 1957. 


Bank Liquidity Strengthens 


The clearing banks enjoyed a con- 
tra-seasonal improvement in liqui- 
dity during the first three weeks of 
major tax gathering. ‘The make-up 
statement for January 21 showed a 
rise in the average liquidity ratio 
from the year-end 34.6 to 34.9 per 
cent. This was still a substantially 
lower ratio than any shown in the 
three preceding Januarys (when, 
however, the make-up dates fell 
earlier in the month), but it left the 
banks a good deal better equipped 
to meet the further seasonal strains 
than had seemed likely a few weeks 
previously. The source of the 
strengthening was a further large re- 
duction in investment portfolios, by 
£814 millions, at least three-quarters 
of which reflected the repayment at 
maturity of holdings of 2 per cent 
Conversion stock. The rising trend 
of advances, reinforced by seasonal 
factors, became still more _pro- 
nounced: as the accompanying table 
shows, advances to borrowers other 
than the state boards rose during 
the three weeks by {£46 millions, 
compared with their rise of £64 
millions in the preceding six weeks. 
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The decline in net deposits, com- 
puted in the traditional way, was, 
however, rather greater than in 
January, 1958: it amounted to {146 
millions. The segregation of transit 
items makes it possible for the first 
time to measure the distortion which 
this item causes in published figures 
of deposits (as well as advances) at 
the turn of the year. Nearly £39 mil- 
lions of the drop in “ net ” deposits 


Jan 21, Change on 
1959 Month Year 
£mn {mn {mn 
Deposits.. 6935.5 —263.1 --225.8 
“Net"Dep4 6203.9} _— 146.0 +.222.6 
7 6508.7+ — 106.7 3 
Liquid Yot 
Assets 2421.3(34.9) - 71.3 -114.8 
Cash 570.7 (8.2) - 15.5 20.4 
Call money 473.3 (6.8) -113.4 50.0 
Treas bills 1240.0(177.9) + 55.1 -—194.7 
Other bills 137.2 (2.0) -- 2.2 9.5 
cé Risk 9? 
Assets 4280.1(61.7) - 67.6 ~ 338 
Investments 2021.0(29.2) - 81.5 —- 61 


Advances$ 2259.1 (32.6) -- 13.9 +- ) 
State Bds 77.4 - 21 - @O. 
_f 2181.7 +- 76.0 ~-400.. 

Allothers 5999 '5 |. 46.2 


* Excluding items in course of collection 

+ Excluding all transit items as well. 

{ Ratio of assets to published deposits. 

§ Official total minus Lloyds Bank transit 
item. 

|| Excluding transit items. 

quoted above was attributable to the 

seasonal contraction in items in 

transit in the internal clearings. 

Correspondingly, the tendency for 

bank advances to rise in the tax 

season has in previous Januarys been 

concealed by this contraction: this 

year, as the table shows, aggregate 

advances as traditionally defined 

rose by only {14 millions, whereas 

the true rise was {44 millions. 


Segregating ‘* Other ’’ Accounts 


Another improvement in_ these 
statistics of deposits was started 
with the January statement which 
now segregates the “ other’”’ items 
in “Current, Deposit and Other 
Accounts ’’—shown at {414 millions 
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and described as comprising credits 
in course of transmission, suspense 
accounts, and internal funds of the 
banks. This carries the observer 
one pace nearer to the inner re- 
serves, but he is still a very long 
way away, partly because of uncer- 
tainties about the extent of the other 
items grouped with them, and partly 
for the reason that such reserves 
may be present also on the other 
side of the balance sheets, in under- 
valuations of assets. 

The credits in course of trans- 
mission correspond to the familiar 
‘collection’’ or ‘“‘transit’’ items, 
which are debits in course of trans- 
mission. The debits comprise 
cheques and other items that have 
been credited to the accounts of the 
payees but have not yet been charged 
against the accounts of the drawers. 
It is because of the artificial inflation 
of deposits thus caused that we have 
the practice of deducting the debits 
from ‘“gross’’ deposits to obtain 
the truer figure of “ net’ deposits. 
But an odd problem is now posed 
by the disclosure (in some measure) 
of the credit items in transit: these 
are payments, made for example 
under standing orders or under the 
traders’ credit system, that have been 
debited to the accounts of the payers 
but have not yet been credited to 
the payees. If, therefore, the amount 
of the credits is excluded from de- 
posits, these are artificially under- 
stated to that extent. To obtain the 
truest picture of deposits we really 
need to subtract the debit items and 
add the credits. But if we now do 
this, we shall be needlessly including 
the extraneous “‘ suspense ”’ accounts 
and inner reserves as well. For 
most statistical purposes, however, 
errors in changes in deposits are 
much more serious than those in 
absolute amount. On the assump- 
tion that suspense accounts and 
inner reserves will normally fluc- 




















tuate less in total than do the credits 
in transit, it will be better to include 
the whole of the newly segregated 
‘other’ accounts 1n deposits than 
to subtract it. ‘The total credits in 
transit are certainly always very 
much smaller than the debits. 


CIC Suspended 


The last major control on borrow- 
ing by persons or firms in the 
United Kingdom was removed by 
the Treasury on February 5. Resi- 
dents need no longer seek the ap- 
proval of the Capital Issues Com- 
mittee for their proposals to borrow 
money or make issues of over a cer- 
tain value. The one exception relates 
to the issue of redeemable bonus 
shares, which the Treasury will con- 
tinue to control in order to check 
tax avoidance. Overseas borrowers 
will still have to apply individually, 
as previously, for Treasury consent 
to the raising of sums of more than 
{£50,000 1n any twelve months. ‘The 
vetting of these applications is the 
only function remaining to the CIC. 

This new relaxation does not apply 
to local authorities, and it does not 
affect the requirement that the 
terms of any issue of trustee securi- 
ties exceeding £50,000 in any twelve 





months must be agreed with the 
Bank of England and that the timing 
of all issues exceeding {1 million 
must be agreed with the Bank. 

Referring to the relaxation last 
month, the Chancellor said: 

‘“It would be wrong . . . to 
think of this decision as a sudden 
shift of policy, or as likely in 
itself to lead to a great new flood 
of private borrowing and invest- 
ment.... [The] gradual relaxation 
which the CIC has been applying 
over recent months means that 
the final step, now that the time 
has come for it, is in fact a far less 
abrupt change than it would have 
been last summer ”’. 


Verdict on Cotton Prices 


The verdict of the Restrictive 
Practices Court on the price agree- 
ment operated by the Yarn Spinners’ 
Association of Lancashire may well 
become one of the legal landmarks 
of this century. Although the Court 
stressed that it did “ not intend to 
pass judgment for or against mini- 
mum price schemes in principle ’’, 
its unequivocal decision that the 
spinners’ agreement was against the 
public interest will almost certainly 
be taken as creating a precedent. 























BANK DE MONTREAL 


Incorporated in Canada with Limited Liability 


Head Office: Montreal 


Resources Exceed $3,200,000,000 


Financial Agents of the Government of Canada in London 


With over 745 Branches spread across Canada, and offices in Paris, 
New York, Chicago and San Francisco, the Bank is in a position to offer 
unsurpassed facilities for every type of Banking Business. 


London Offices: 47 THREADNEEDLE STREET, E.C.2 
9 WATERLOO PLACE, S.W.| 




















The Court refused to be swayed 
by arguments that the termination 
of the scheme would lead to the 
closing of many mills and thus in- 
crease the problem of unemploy- 
ment in Lancashire. It agreed that 
some increase in unemployment 
would almost inevitably follow and 
that such unemployment was un- 
likely to be merely temporary, but it 
concluded that “‘. . . on balance it 
would be unreasonable to continue 
the restrictions in the scheme in 
order to avoid the degree of local 
unemployment which we fear ”’. 


First Drive-in Banks 

Britain’s first drive-in banking 
service was introduced at the Princes 
Road, Liverpool, branch of the 
Westminster Bank at the end of 
January. Martins is to provide a 
similar service at its Charles Street, 
Leicester, branch, which will be 
opened by the Minister of Trans- 
port on March 2. The more straight- 
forward banking transactions such 
as cheque encashment, paying in of 
cash and, by appointment, collection 
of statements, can all be accom- 
plished without leaving the car. 


Trustee Savings Banks 
Prepare for Battle 

The trustee savings banks, faced 
with the twin challenge of the com- 
mercial banks’ drive for cloth-cap 
customers and the increased com- 
petition for the small man’s savings, 
are actively discussing innovations 
to make their services more attrac- 
tive. In particular they are dis- 
cussing with the National Debt 
Office, which represents the Treas- 
ury in these matters, the possibility 
of issuing cheque books. 

This, they hope, would not only 
enable them to compete effectively 
with the economy accounts now 
offered by the Midland Bank but 
would also ease the congestion in 
their local offices. Many firms are 
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now crediting salaries to accounts at 
a trustee savings bank and these 
banks are experiencing a spate of 
cash withdrawals in the early days 
of each month. 

The savings banks, however, have 
no intention of introducing some of 
the other services, such as mortgage 
loan facilities, that their counter- 
parts in other countries provide. 
The possibility of selling unit trust 
units across the counter, however, 
is being considered. 


The Institute of Bankers 


The Institute of Bankers last 
month said goodbye to its chief 
permanent official, and welcomed 
his successor. Mr Maurice Megrah 
has retired from the secretaryship 
that he had held for nearly a quarter 
of a century, following five years as 
assistant secretary. He takes with 
him the warm wishes of the banking 
community and of the many in other 
spheres who have had the oppor- 
tunity of observing his distinguished 
service. His most notable contri- 
bution has perhaps been made in 
banking education and in the de- 
velopment of international relations 
in banking. As a barrister with 
special knowledge of banking law 
he quickly became a_ recognized 
authority on the law of negotiable 


instruments and of commercial 
credits, well known as a Gilbart 
lecturer, as latest editor of three 


banking classics—and as contributor 
from time to time to The Banker 
and other journals. Above all, in 
recent years, he has spent himself 
tirelessly and with great enthusiasm 
to promote the highly successful 
series of annual international banking 
summer schools. 

The new secretary is Mr Henry 
Eason, already well known to the 
banking community as deputy to Mr 
Megrah since the war and who latterly 
has shouldered increasing responsi- 
bilities. 











Long Rates in Reflation 






LTHOUGH there is probably now more reserve capacity in 
Britain’s economy than at any time for a couple of decades, the 
long-term rate of interest shows no sign of moving far down the 
steep path that has been followed in these past twelve months 
by the short rate. This fact has lately been cited as proof of the existence 
of a notable gap in the battery of weapons now being brought to bear for 
reflation. Is it not odd, the critics ask, that the Government is neglecting 
to use the one reflationary weapon of traditional pattern that might be 
expected to exert its effect chiefly by stimulating investment ? 

This argument has been voiced not only by the habitual opponents of 
dear money: it has lately been heard among academic economists, and by 
no means only among those of left-wing leanings. It raises an important, 
if difficult, question which deserves sober examination. It is necessary to 
ask also, however, two other questions—one of fact, and the other a vital 
one of principle all too often overlooked in this context. First, has official 
policy been largely responsible, as is implied, for the present high level of 
long rates, and, if so, are there still no signs of relaxation? Secondly, how 
far is it really within the power of the monetary authorities, when working 
in a free economy, to force rates down as it is implied that they can do? 


Are Rates “ Artificially ’’ High ? 


On the question of fact, no one with any knowledge of the gilt-edged 
market would dispute that over this phase, taken as a whole, in which 
short-term rates have been falling, the operations of the authorities have 
acted as a brake upon the downward trend of medium and long rates. The 
policy of “‘ vigorous funding ’’, reafirmed by the Governor of the Bank last 
autumn, evidently ensured that the “ departments ”’ were substantial net 
sellers of stock during 1958; as our monetary analysis last month showed, 
the central government strikingly reduced its indebtedness to the banking 
system in spite of the very large amount of sterling it had to find for the 
financing of the record surplus on Britain’s external accounts. Moreover, 
the particular tactics employed, of continuously keeping ample supplies of 
different stocks available on tap, and of generally not forcing up unduly 
the release prices even in spasms of strong demand, have prevented the 
market from ever going ahead with the spurts experienced during former 
phases that might in some other respects be regarded as comparable—for 
example, the summer of 1954. 

The effects exerted by this policy have unquestionably been important, 
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but their rather spectacular character makes them liable to exaggeration. 
If the market has been artificially depressed, that has not been its most 
obvious and outstanding quality. The regulated gradualness of its advance, 
whether distorting or not, should at least have strengthened its resisting 
powers: yet it proved extraordinarily sensitive, last autumn, to the merest 
gossip about the possibility that unemployment might tilt Government 
policy into an undue reflation, showing that the fears that gripped the 
market in 1957 could quickly take root again. Given that sort of sensi- 
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tiveness, it must be wrong to regard the present abnormality of rates as 
largely—even mainly—attributable to the official funding policy. 

The degree of abnormality is, admittedly, very striking. The longest 
Government stocks currently on tap—the 54 per cent Funding 1982-84 and 
the 54 per cent Conversion 1974—still yield around 5 ¥ per cent; and that 1s 
almost 1 per cent more than could be got from comparable stocks at two 
highly critical moments in the recent history of the gilt-edged market— 
during the sterling crisis in trade depression at mid-1952 and the sterling 
crisis in inflationary boom at mid-1955. But if such contrasts measure the 
abnormality of present rates, do they prove them to be correspondingly 
distorted or “ artificial”’ ? Most of the difference, surely, is a reflection of 
the fact that in and after 1955 the investing public belatedly awoke to the 
implications of relentlessly rising prices, and, having perceived the risk, 
expects some premium for running it. Hence, if official policy is to be 
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blamed for the present high rates, that must be for its long refusal to come 
to grips with inflation, for its tardiness in raising rates, rather than for its 
more recent efforts, relatively much less significant, to restrain their fall. 

So long as the undercurrent of fear of future inflation persists, it must 
set limits to the possible decline in long rates, whatever monetary policy 
is followed. A distinction must evidently be drawn, however, between a 
policy that tries to accelerate, and one that tries less hard to retard, a 
natural decline. ‘The scope will usually be greater, and the risks certainly 
less, when it is a question of easing the pressure on the brakes. ‘There ts 
some sign that that sort of shift has lately been taking place. 


Bank Selling versus Funding 


In the last six weeks of 1958 and early 1959 the gilt-edged market, as the 
chart shows, regained all the ground lost in the preceding month and then 
went further ahead. ‘The Government securities index of the Financial 
Times stood at 87.10 on February 24, compared with 83.37 at its mid- 
November low point, 85.63 at its 1958 best, reached in mid-October, and 
77.45 on the morrow of the 7 per cent Bank rate in the previous year. Over 
these three months the market had to face some major pressures, and some 
new uncertainties. Most notable among the latter, if political contingencies 
are ignored, came from the long hoped-for suspension, announced on 
February 4, of ‘freasury control over domestic borrowings and issues— 
though, for reasons explained in a note on page 141, there was little reason 
to suppose that this would lead to any sudden rush of issues directly com- 
petitive with gilt-edged. In any case, unquestionably the biggest market 
factor in the recent past has been the heavy selling from the banks. 

In the four months to January 21, the latest date for which figures are 
available, the gilt-edged portfolios of the clearing banks were run down 
by no less than £192 millions. Rather more than two-thirds of this deple- 
tion, it may safely be estimated, reflected net sales through the market; 
the remainder represented the repayment of the 2 per cent Conversion 
stock, 1958-59, at maturity on January 15. ‘This intensity of selling has 
been surpassed only by that experienced in 1955, when monetary policy 
was strongly disinflationary; it was certainly far greater than most people 
expected to see in a phase in which the aims of policy are reflationary. 

It is evident enough that sales of this magnitude could not have been 
absorbed without severe shock unless the authorities had been prepared to 
give aid. ‘The presumption that substantial aid was given might seem to 
imply some dilution of the aims of funding policy. There are, however, 
two qualifying considerations. It is well known that a part of the selling 
took the form of medium-dated stock, which in the absence of a special 
cushion would inevitably have done much greater damage than the more 
accustomed dealings in shorts. ‘The authorities therefore faced a conflict 
of objectives. They would obviously have preferred not to go beyond the 
shorts, when the cause of the sale was the need to buttress bank liquidity; 
but the alternative was to countenance a crack in the gilt-edged market. 
They chose to avoid the crack, and the fact that they did so may be evidence 
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that policy is easing; it is noteworthy, however, that they let their reluctance 
to intervene at this point be very plainly seen. 

The other reservation concerns the motive for this intervention. Have 
the authorities given support in the face of bank selling because they now 
deem funding no longer necessary or less necessary ? Or have they done 
so simply to keep the market “sweet” for funding, so that the whole 
policy is really little changed? ‘The firmness of the market in the most 
recent days may mean that a little latitude is being given, but the depart- 
ments’ intake of stock on account of bank selling must have been sub- 
stantially offset by a reverse flow in the past two months or so. The dis- 
count market and some industrial companies have taken considerable lines 
of shorts; insurance companies and pension funds have appeared as buyers 
of mediums and longs; and official supplies of the 1982-84 stock are reported 
to be running down. ‘There has been little sign, moreover, that the depart- 
ments think it more important, when the going is good, to push up the 
release prices than to maximize immediate sales. 

Two conclusions emerge from this attempt to discern the official policy. 
On the one hand, the authorities are now (or, at least, have recently been) 
reluctant to see any significant rise in medium or long rates. On the other 
hand, whilst they may be easing the brakes a little, there has been nothing 
in recent experience to suggest that they might swing over to the accelerator, 
and try to push rates down as a specific measure of reflation. Having so 
painfully and laboriously learned the need for funding during the infla- 
tionary phase, they now seemingly regard it as one of the eternal verities, 
come rain, come shine. ‘“‘ Unfunding’”’ may be accepted temporarily as 
a regrettable necessity, as in the pressure towards the end of last vear; but 
it may never be a deliberate policy. 


Avoiding Hostages to Inflation 


Given the tardiness with which rising rates were deliberately used to 
counter inflation, the present reluctance to try to reverse the process as an 
aid to reflation may seem surprising. It may reflect inflexibility or outright 
misunderstanding, as some of the critics clearly believe. More probably 
it is the measure of how well the earlier lesson was learned. Both the 
Chancellor and the Governor have emphasized the importance of devising 
reflationary measures that will not give hostages to a new inflation. They 
apparently fear that this would happen if the monetary policy deliberately 
aimed at lower rates—that the decline in rates might do lasting damage to 
savings habits and that the process of bringing it about would undesirably 
increase not only the money supply but also the floating debt and bank 
liquidity, so that from the very outset of any new inflation monetary policy 
would be confronted with the same difficulties that frustrated it in 1955-56. 

The critics’ rejoinder to this line of argument is to assert that in principle 
it applies equally to most other reflationary devices. If there is to be a 
reflationary policy at all, there must come a point at which the reflating 
action has to be stopped, and perhaps reversed. Credit expansion may 
admittedly be no more “‘ inflationary”’ than other means of expanding 
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demand, but is it equally stoppable, or reversible, when total demand 
becomes full enough and the point of new inflationary threat is reached? 
This, it seems, is the crux of the problem. ‘The advocates of a deliberate 
forcing down of long interest rates now must therefore be presumed to 
argue, as some of them have done specifically, that credit expansion is thus 
equally reversible; or, if it is not, that it offers advantages as a stimulus 
that cannot be got now by other means and that are so important as to 
justify the running of risks for the future. 

The monetary authorities, presumably, would not concede this equal 
stoppability or reversibility of credit expansion; and, on past experience, 
they have reason for their caution. Given sufficient courage, a Government 
may be able to stop or reverse a rise in public expenditure, and to reinforce 
the public savings by raising taxation; but, it may be argued, if it tries to 
reverse the credit trend by more direct action than this, it may still find 
itself at the mercy of public opinion: if public fears of inflation frustrate 
its attempts at funding, it may still be forced to borrow excessively from 
the banking system and thus to create still more credit, even though its 
deficit is declining. The risks of this kind are all too apparent from the 
experience of 1955-57; yet the argument cannot be accepted unreservedly. 
Though, at a moment of inflationary danger, the authorities may not be 
quickly able to stop or reverse a rising trend of bank deposits, there will 
be no such doubt about their ability to stop or reverse any downward move- 
ment of interest rates—if, indeed, the market cannot be counted upon 
to do that automatically. If the authorities have no inhibitions about 
raising rates, the credit expansion can usually be trusted to look after itself 
in the end. As soon as the whole anti-inflationary policy looks like suc- 
ceeding, the attractiveness of the gilt-edged market will create opportunities 
for funding—as happened in 1957, within a few months of the drastic Bank 
rate action—and the temporary inability to fund will not matter. 

It has to be admitted, however, that although the credit expansion may 
be controllable in this way, a virtual compulsion to force rates up rapidly 
at the outset of a disinflationary drive may be an undesirable limitation 
upon the authorities’ scope for manoeuvre. If the monetary policy needed 
at the outset is a very strong one, the greater will be the risk that the policy 
actually employed may not be strong enough. If such considerations of 
expediency are given due weight (and the half-heartedness of so many policies 
in recent years suggests that they merit a good deal) the case for not now 
trying to force rates down by credit expansion becomes much more con- 
vincing than it may appear in principle. ‘The prudent course may be to 
eschew this aid to reflation unless and until it is clear that other methods 
will not reflate sufficiently or satisfactorily. 

A decision of that kind, it is important to observe, would not be equivalent 
to a refusal to expand credit. Virtually every other method of reflating 
demand must tend to increase the volume of credit and will in fact do so 
unless the authorities are prepared to allow a rise in interest rates. If 
additional spending is to take place with the existing volume of money, 
the rate of money turnover must rise; that is to say, the spenders must 
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use or get command of balances previously held idle, and if the general 
desire for liquidity remains unchanged a higher rate of interest will be 
required to tempt these funds into less liquid assets. Hence the authorities 
have to decide not only whether to eschew credit expansion as an originating 
process of reflation (by “‘ unfunding ”’ so as to force rates down) but whether 
to permit credit expansion as a secondary consequence of reflation in order 
to prevent rates from rising (e.g. by supplying the banks with additional 
liquid assets to enable them to support additional advances without selling 
investments to the public). 


Preventing “‘ Consequential ’’ Rises in Rates 


Up to date, on the evidence of their response to the bank sales of invest- 
ments, the authorities seem to have decided to prevent the rise in rates by 
countenancing the ‘“ consequential’’ credit expansion. At all events, in 
spite of the continued efforts to make funding sales, the rise in bank advances 
has involved a very substantial expansion of credit in recent months—the 
seasonally-adjusted index of net deposits compiled by Lloyds Bank rose 
from 110.5 in August to 113.3 in January—and interest rates have fallen 
slightly. Some people would regard even this as too lax a policy: the 
difficulties of controlling inflation are so great, they say, as to make it 
desirable to keep credit expansion during reflation to the barest minimum. 
Why not, then, allow interest rates to rise steadily from the moment when 
reflation begins to ‘“‘ bite’? ? That would have the added advantage of 
ensuring that as the economy drew nearer and nearer to the point of full 
demand each successive project would have to meet the test of a tighter 
and tighter capital market. Can it be right to make the last dose of retlation 
available at the same rate of interest as the first one, as a policy of meeting 
all “* consequential ’’ demands for credit would imply ? 

This last argument may have a logical appeal; but it should be observed 
that it cuts both ways. ‘The principle of ensuring that rates can rise pro- 
gressively as demand builds up to the full may not appear practicable unless 
they have been allowed to drop to their equilibrium level in the phase of 
contracting demand. In present circumstances, given the restraint that 
has been put upon the fall in long rates during the past year or so, it is the 
more reasonable to cushion the pressure upon them as demand rises. ‘To 
sustain that cushion may, however, require a considerable creation of credit. 

Should the authorities go even further than that, and in the immediate 
future create still more credit by buying securities in order to force rates 
down? ‘The advocates of that policy defend themselves against the charge 
that this would be sheer Daltonist technique by pointing out, first, that the 
Dalton expansion impinged upon an economy already fully employed and, 
secondly, that the ratio of money supply to national income is now far 
below the peak reached at the end of the war—it is, indeed, the lowest for 
some forty years. ‘That last consideration must mean that the danger that 
present credit expansion might cause at the next phase of excess demand 
is less than it would be if the ratio now were higher. During the refla- 
tionary phase credit could expand a good deal faster than national income 
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while still leaving the ratio below the average of the inter-war years, and 
still further below the post-war average. 

It may be imprudent, however, and even naive, to regard this statistical 
precedent as a green light for credit expansion. The present illiquidity of 
the economy as demonstrated by the supply of notes and clearing bank 
deposits* appears much less striking if account is taken of other liquid 
assets as well. In any case, what reason is there to suppose that the 
‘normal ”’ ratio as demonstrated by past experience is a reliable guide to 
what will be a safe ratio in present conditions? The present high level of 
long rates may be in some degree a reflection of the decline in the money- 
income ratio; but may not the real determinants of both be the special 
pressures and fears that have so far characterized this post-war world of 
full employment? ‘The decline in the ratio in these years of attack upon 
inflation may be a better clue to the safe proportion than the ratios that 
obtained in a world of underemployment; and a corresponding argument 
may be applied to the “‘ abnormality ”’ of the present level of interest rates. 


Psychological Brakes on Credit Expansion 


These considerations suggest, indeed, that the extent to which it might 
even be possible (as distinct from safe) to force the long rate down may 
be much more limited than the “ real’ factors might be expected to permit 
in a temporarily underemployed economy. Fear of inflation would call a 
halt to the decline long before the imminent fact of inflation did so. In 
other words, if credit expansion was seen to be substantially directed towards 
reducing long rates, investors would soon be suspicious of gilt-edged even 
though there was still evident “ slack’”’ in the economy. Suspicions of 
sterling might become apparent sooner still. 

If there are in fact these strong psychological limitations, then lower 
interest rates cannot in any case be made a major primary agency for 
reflation. However much it may be desired to shift the “ bias ”’ in this 
way towards investment, any dramatic reduction seems to be impracticable. 
Within the modest limits that may be feasible, could this process helpfully 
serve as an alternative to other reflationary devices? It might be welcomed 
could it but take the place of rising Government expenditure (that, perhaps, 
is the alternative that Mr Enoch Powell has in mind in his discussion on 
the cognate problem later in this issue). But credit expansion is already 
going as far as seems reasonable to expand consumption. What, then, of 
investment ? Is it really to be expected that a moderate decline in interest 
rates now could step up private investment projects so as to make it per- 
ceptibly less necessary to expand the public sector at this juncture, or 
less necessary to reflate by giving tax relief? Active credit expansion may 
become a worthwhile technique of reflation if and when public opinion 
comes to believe that Governments can and will prevent inflation. But in 
present circumstances the long-run risks involved in such a policy loom far 
larger than its possible advantages. 





* The ratios to national income since 1921 were set out and discussed in an article by 
Professor Paish in the January issue of The Banker (‘‘ Gilt-edged and the Money Supply’’). 
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Europe — the 
Next Steps 


HE grim fact must now be faced that Britain’s plan for a European 
free trade area is dead. ‘The blue book and white paper on the 
long negotiations published by the Government last month and 
the debate in the House of Commons in effect merely sang the 
obsequies. ‘True, there were some gallant attempts to keep a small flame 
of hope burning. ‘The white paper concluded with the affirmation that 
“Her Majesty's Government do not believe that they [the points of 
difference between the views of the common market countries and the 
proponents of the free trade area] are incapable of solution by further 
negotiation in an atmosphere of common determination to succeed and 
agreement on the ultimate objective’. ‘The dismal evidence contained in 
the blue book, however, gives such statements a hollow ring. Defeat 
must now be accepted, and attention turned to considering what Britain’s 
attitude should be towards the fait accompli of the common market. 

It is first necessary, however, to consider the reasons for that defeat. 
‘The negotiations failed ’’, said Mr Maudling when he opened last month’s 
debate on the free trade area, “‘ because the will to agree failed; because 
the determination to succeed faltered. The basic premise upon which we 
started, that all of us wished to establish a free trade area, no longer remains 
true’”’. The most obvious reason for this failure, of course, was the 
hostility of France to the very concept of a loose association of other 
members of the Organization for European Economic Co-operation with 
the common market of the European Economic Community. ‘That hostility 
was veiled, by accident or design, until the Treaty of Rome establishing the 
Community had been signed and ratified. From that moment, French 
hostility, backed with the power of France’s virtual veto within the Com- 
munity, came into the open. ‘The former expressions of agreement with 
the proposals to extend free trade throughout the area of OEEC were denied. 
France became the champion of the “ closed ”’ continental market, and that 
view, after so many wearying months of negotiations, prevailed. 

The defeat of the free trade area proposal cannot, however, be ascribed 
wholly, or even mainly, to French intransigence. The fears of French 
industrialists of increased competition could never of themselves have 
brought about the final rejection of the free trade by the six common 
market countries. Far deeper forces were at work and the British Govern- 
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ment is open to criticism for failing, over so long a period, to comprehend 
the nature of those forces. In the early days of the negotiations the British 
delegation appeared to assume that the resolutions passed by Germany, 
France, Italy and the Benelux countries at Messina were just another pious 
expression of good intentions and that they were unlikely to be followed 
by any effective action. ‘Thus Britain decided to remove its representatives 
from the inter-governmental committee that, under the chairmanship of 
M. Spaak, had been entrusted with the task of translating the Messina 
resolutions into a blue print for the common market. By withdrawing 
from these vital discussions Britain missed a chance of assuming the 
economic leadership of Europe, and thus of guiding the negotiations along 
more liberal and outward-looking lines. 

This belief that the common market would not materialize stemmed 
from a more fundamental error. ‘Throughout the negotiations Britain 
regarded the whole issue of European free trade solely in economic terms. 
From an economic point of view the advantages of a free trade area em- 
bracing the whole of western Europe over a common market embracing 
only the six Messina countries could easily be demonstrated, and Britain 
had no doubt that those obvious advantages would be decisive. ‘To the 
draftsmen of the common market plan, however, the issue was primarily 
political, Many of the leading figures on the Continent were inspired by 
a vision of European political integration, the prospect of creating a federa- 
tion of European states that in years to come would be able to live on 
terms of equality with the other giants to whom the future seemed to 
belong. ‘They recognized the economic advantages of the free trade area, 
but they were convinced that the cause of a united Europe justified some 
economic sacrifices. 

This complete difference of approach meant that for most of the time 
the negotiations for a free trade area were carried on in two completely 
different languages. When the British delegation found that the negotia- 
tions were making no progress it attempted to achieve agreement by offering 
economic concessions—over the entry of agricultural products or, more 
recently, by proposing a mutual exchange of increases in import quotas— 
without realizing that in the very nature of the case these were unlikely to 
be of any avail. By offering these concessions the British Government was 
in fact merely showing its unawareness of the real issues that separated the 
six from the rest of Europe. 


Present Extent of Discrimination 


Its efforts at the end of last year to achieve a compromise solution had 
scarcely any chance of success, and on January 1 discrimination once again 
appeared in intra-European trade. On that date the six common market 
countries reduced their tariffs on imports of industrial products from one 
another by 10 per cent. Following the desperate attempts to stave off dis- 
crimination made at the meeting of the Ministerial Council of the OEEC 
in December, the six agreed that these tariff cuts should be extended to 
all members of the General Agreement on Tariffs and Trade provided 
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that this would not bring the tariff below the level of the common tariff 
that would eventually surround the common market. Thus the Benelux 
countries, whose tariffs are in general lower than the projected common 
market tariff, made a 10 per cent reduction in their tariffs on imports from 
the rest of the six but left their tariffs on imports from elsewhere unchanged. 
The Benelux tariff on cars from France, Germany and Italy was thus 
lowered to about 214 per cent, while the tariff on cars from Britain and 
other countries remained at 24 per cent. 

Discrimination has also been introduced into import quotas. Although 
the efforts made at the OEEC Ministerial meeting in December succeeded 
in extending to all members of the Organization the 20 per cent increase 
in quotas proposed by the common market countries, the effect of this on 
very small quotas is insignificant. And, of course, a proportional increase 
in quotas has no effect where quotas are already nil. Far more important 
in this context is the additional provision of the Treaty of Rome that 
quotas applied by each member of the common market to imports from 
the rest should be equal to at least 3 per cent of the domestic production 
of the item in question. This important concession has been exclusively 
reserved for the six countries of the common market. Britain’s efforts to 
extend it by mutual agreement to other members of the OEEC were opposed 
by France. The French delegation to the OEEC meeting answered 
Britain’s arguments about the need to avoid discrimination with the uncom- 
promising statement that discrimination was the very essence of a customs 
union such as the European Economic Community was endeavouring to 


forge. 
Three Alternatives 


At this unhappy stage Britain has three possible courses of action. She 
can adopt a “ wait and see”’ attitude and try, at a propitious moment, to 
reopen negotiations for a free trade area, or she can join the common 
market, or she can join some rival association. This last alternative is 
clearly the least desirable. Its motive would seem to be retaliation. At 
the most such a counter-bloc could include Britain, the Scandinavian 
countries and, if its political provisions were very lightly drawn, perhaps 
Austria and Switzerland. ‘The trade of this bloc would be far less than 
that of the common market countries, and moreover its establishment 
would be beset with the same difficulties of supranationalism that bedevilled 
the negotiations with the six. This course would in all probability merely 
make definitive the economic and political frontier that the common market 
is beginning to trace across Europe. It would be an act of despair. 

The first course—to wait upon events in the European Economic Com- 
munity—has more to be said for it. It is possible that international agree- 
ment might be reached on German reunification on condition that Ger- 
many severed all ties—including economic ties—with her NATO allies. 
It is also possible that General de Gaulle will not be willing to surrender 
as much sovereignty in the cause of European integration as his predecessors 
were. Moreover, the common market is certainly not without its own 
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troubles. Italy, for example, has so far refused to make any of the con- 
cessions that were required by the Treaty of Rome, and the overproduction 
of coal has caused a wide split within the European Coal and Steel Com- 
munity. These stresses might become serious enough to break the whole 
project, though the chances of that happening appear remote at the moment. 
They are more likely to induce the Commission of the European Economic 
Community, which is now engaged in setting up its vast organization in 
Brussels, to fight a delaying action. Professor Halstein and his colleagues 
on the Commission are confident that once the common market has con- 
solidated its position it will attract into its fold countries like Denmark, 
and perhaps also Austria, and draw in American capital. ‘The economic 
strains within the common market will almost certainly be overcome by the 
political will to make the market work. If it calculated that those strains 
would break up the EEC Britain would be repeating the mistakes of the 
past two and a half years. 

Certainly every effort should be made to recommence negotiations for a 
free trade area. In the past month there have been almost continuous 
discussions between France and Britain to explore the ways in which dis- 
crimination in intra-European trade can be minimized. ‘These are bilateral 
discussions, but it is clearly the intention that any agreement that is reached 
should be multilateralized. ‘The Commission of the EEC meanwhile is 
preparing a new statement on the problem of association with other 
countries of the OKEC. ‘This agreed statement is expected to be presented 
to the OEEC in the first days of March. It is believed that it will again 
reject the possibility of a multilateral agreement between the common 
market and a free trade area, offering instead a general reduction in tariffs 
through GATT, or, if GATT permission can be obtained, a new pre- 
ferential system whereby the other members of the OEEC would be given 
the benefit of a tariff lying somewhere between the common external tariff 
of the EEC and the duty-free regime that will apply in due course to trade 
within the Community. It would take a very long time to work out these 
proposals in detail, and there is a suspicion that in putting them forward 
at this stage the Commission of the EEC is playing for time. 


Commonwealth and Common Market 


If, then, there is little hope of reaching agreement on European free 
trade by waiting and patiently discussing another proposal on similar lines 
to the last, the question arises whether Britain should look afresh at the 
possibility of joining the common market. The basic objections to full 
membership, notably Britain’s commitments to other Commonwealth 
countries, were stated by the Government at the outset of the free trade 
discussions in 1956. Though the force of those objections has been con- 
siderably whittled down in the ensuing two and a half years, they remain 
formidable. ‘The growing criticisms of the Ottawa Agreements voiced by 
Commonwealth countries and the desire of those countries to expand their 
trade with Europe suggest, however, that it might not be impossible to 
overcome them if the will to do so were there. 
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The problem of the harmonization of external tariffs, which, of course, 
was the initial reason for proposing a free trade area, proved the most 
difficult technical point in the long negotiations within the OEEC. Any 
considerable differences between the tariffs of members of the area must give 
rise to diversions of trade. ‘The British delegation argued that this diff- 
culty could be circumvented by the issue of certificates of origin, a system 
that had worked successfully inside the Commonwealth. This proposal, 
however, did not meet continental objections. It was pointed out that 
certificates of origin provided no safeguard against a low tariff country 
importing cheap goods and exporting similar goods made at home. In 
practice it is difficult to see how this particular problem of substitution 
could be dealt with except by the harmonization of tariffs. By and large 
the British tariff is not far removed from the common tariff proposed for 
the EEC, and it is significant that when Britain adjusted its duties on steel 
imports last year it did so in such a manner as to harmonize them with 
the tariff surrounding the European Coal and Steel Community. 

The other technical difficulties that arose during the free trade area 
negotiations concerned the harmonization of economic and social policies 
and the institutional arrangements for the proposed area. ‘The harmoniza- 
tion of social and economic policies, including equal wages for men and 
women, three weeks’ holiday with pay and a forty-hour week, probably 
present no insuperable obstacle. All the countries of western Europe are 
in fact moving towards those objectives, if at different paces. Nor should 
the institutional problems be insoluble. It is a strange paradox that in the 
last stages of the negotiations Britain was pleading for strong institutions 
for the area while the six, led by France, were insisting on the loosest 
possible structure. In fact the institutions proposed by Britain might have 
involved the relinquishing of almost as much national sovereignty as 
would membership of the common market. It could be argued, indeed, 
that in riddling the Treaty of Rome with so many escape clauses France 
has eased the way for countries, such as Britain, that might wish to join 
the Community in future but dislike the giving up of sovereignty. 

These are far-reaching issues, and no decision should be taken lightly. 
There is, however, a strong case for rethinking, from the beginning, the 
possible relations of Britain with the common market, and in particular for 
reassessing in the light of developments in the past two and a half years 
the arguments against Britain’s joining the market. It may be that in 
practice such a course is not open to Britain. An application for mem- 
bership would almost certainly arouse the fears of French industrialists, 
and France might well veto any proposal to include Britain within the 
market. In that case, however, the “‘ closed’ nature of the market would 
be revealed and France would be shown as the opponent of European 
integration. Britain’s wisest course at the moment would appear to be to 
do anything that can be done to ensure that the common market does not 
develop into a closed and highly discriminatory trading bloc. ‘The question 
to be discussed in coming weeks is whether that task can best be performed 
inside or outside the market. 
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Is Bigger Public Spending 
Really Necessary ? 


Mr Enoch Powell, former Financial Budget estimates for the coming year 
Secretary to the Treasury, who resigned and questions whether the further in- 
last year with Mr Thorneycroft because crease (of some £300 millions) ts really 
of the prospective increase in Government indispensable for the purposes of the 
spending in 1958-59, here examines the reflationary policy.—£DITOR. 


By J. ENOCH POWELL 


HE estimates of Supply expenditure published last month in the 

Vote on Account and in Defence Statistics, 1959-60, bring the 
coming Budget into closer perspective. They foreshadow a 

further rise in Government expenditure, on any basis of com- 

parison. ‘Table I shows the proposed increases by comparison first with 
the original estimates for 1958-59 and then with the original estimates 
plus supplementaries. It will be observed that part of the increase, 
especially on the first basis, reflects a reduction in prospective receipts 
from Germany. ‘The 1958 Budget figures assumed a contribution (“ sup- 
port costs’) of £47 millions from Germany, and that assumption was later 
falsified to the extent that only £12 millions was credited. Of course, the 
gross amount of defence expenditure was not thereby increased; but the 
budgetary effect is the same as if a shortfall in any other appropriation-in- 
aid had resulted in increased expenditure or in overspending. For bud- 
getary purposes, therefore, the correct comparison relates to net expenditure. 
The estimated increase in Supply expenditure as a whole, comparing 
like with like, i.e. original estimate with original estimate, is £230 millions. 
lt cannot be over-emphasized that this is the only valid comparison in 
tracing the movement of Government expenditure. It is true that in 
December, 1957, Mr Thorneycroft, in meeting his obligation to limit the 
Government’s current expenditure in line with the ceiling that had been 
imposed on capital expenditure and bank advances, was prepared to go to 
the extent, in compromise with his colleagues, of agreeing to compare 
original estimates with original-plus-supplementary estimates. Never- 
theless, such.a comparison is always doubly vitiated: it ignores the fact 
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that there will inevitably be supplementaries in the coming year, and it 
ignores the fact that total or “ revised” estimates exaggerate the actual 
spending in the expiring year because they take account of overspendings 
but cannot usually allow for more than a fraction of any underspendings. 
This latter factor is rarely worth Jess than £50 millions; in 1957-58, the 
excess of total estimates over outturn was {78 millions; and this year, if 
underspending on agricultural subsidies is as large as rumoured, the excess 
may well be greater still, so that the estimated increase of Supply expenditure, 
even on the illicit comparison with outturn, must still be something like 
£150 millions. 

The next step is to fit the increase of £230 millions in Supply expenditure 
into the picture of total Exchequer commitments as they will appear in the 
Budget statement. Above-the-line a favourable factor will come into play. 


TABLE I 
ABOVE-LINE EXPENDITURE: THE PROSPECTIVE INCREASE 


(£ millions) 








1958-59 1959-60 Increases 
Original 
plus (3) (3) 
Original Supple- Original over over 
Estimates mentary Estimates (1) (2) 
Estimates 
(1) (2) (3) 
Supply Services: 
Civil expenditure... 3 es 2,841 2,954 2,988 147 34 
Defence expenditure, gross 1,465 1,505 1,514 49 9 
Less receipts from Germany 47 12 12 - 35 —- 
Net defence expenditure .. - 1,418 1,493 1,502 84 9 
; 4,259 4,447 4,490 231 43 
Consolidated Fund Services: | 
Debt service . . hy: " ie 733 -~- ? 
Other. . - 4 ‘ - 83 -—- f 
5,076 —-- = 


The service of the national debt in 1959-60 wiil probably fall to be esti- 
mated on the basis of a Bank rate not much if at all higher, and possibly 
lower, than 4 per cent, as against 6 per cent underlying the estimate for 
1958-59. ‘The resulting benefit in servicing the floating debt is, of course, 
to some degree offset by the effect of the slowly rising average rate of 
interest payable on dated stocks; but a very substantial net reduction in the 
estimate must still be expected. It cannot be assessed with precision, but 
is not likely to amount to less than {£50 millions and might be higher. 
Thus the increase above-the-line in the Budget, comparing Budget estimate 
with Budget estimate, is likely to be between £150 and £200 millions. 

As for expenditure below-the-line, the Chancellor stated last November 
that ‘“‘ for 1959-60 we envisage a level [for public investment] about £125 
to £150 millions higher than that of last year”’, i.e. 1957-58 (which had 
been held in 1958-59). Last month Mr Amory affirmed that “ work is 
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going ahead at the full rate mentioned. . . . In fact it looks like being 
rather more than this’’. Part of this programme is financed above-the- 
line (e.g. hospitals, trunk roads) and part outside the Budget altogether 
(e.g. borrowing from the public by local authorities, self-finance by 
nationalized industries). ‘The increase in below-the-line expenditure on 
this account will therefore be very much less than £125-150 millions. How 
fast the building societies will be able to take up Exchequer advances after 
the House Purchase and Housing Bill reaches the statute book, can only 
be a matter of guesswork; but in view of the current rate of lending by 
societies on older houses, it can hardly be estimated that advances under 
the Bill, even in the first year, will be less than £30 millions. Finally, 
while part of the promised export credits may have been drawn in 1958-59, 
a substantial proportion must fall into 1959-60. 

Thus, while any estimate of the prospective increase below-the-line must 
obviously be very rough, the magnitudes mentioned above, after allowing 
some £25 millions for increased capital receipts, suggest a figure of not less 
than £125 millions.* Put together with the figures above-the-line, this 


TABLE II 
TOTAL EXPENDITURE: BUDGET ESTIMATES, 1954-59 
(£ millions) 


Above- [ncrease Below- Increase | ‘Total 
Year line on | line on | Increase 
Expendi- Previous | Expendi- Previous | on 
ture Year | ture Year | Previous 
| (Net) | Year 
1954-55 4,523 — | 407 — —-- 
1955-56 4,562 39 | 584 177 216 
1956-57 4,738 176 | 803 + | + 
1957-58 4,827 89 | 587 —216 | 127 
1958-59. ee 5,075 248 | 600 13 | 261 
1959-60T .. - 5,250 175 | 725 125 300 
t Not applicable, owing to change in presentation. t As estimated in text. 


implies an overall increase, comparing Budget estimate with Budget estimate, 
of at least £300 millions and probably rather more. ‘Table II puts these 
increases into the context of recent Budgets, and ‘Table III gives some 
indication of how Budget expenditure has been moving in relation to the 
national income. ‘They show that in the current year there has been a 
reversal of the trend of previous years, in which Budget expenditure had 
represented a falling proportion of the national income; and they also show 
that this reversal will persist in 1959-60 unless the year is marked by a 
steep increase in the national income. 

This upward trend in the proportion of the national income laid out on 
Government account has probably attracted less comment than it would 
otherwise have done, because of pre-occupation in the last six or eight 
months with the phenomena of recession. It may therefore be worth 


——— 











*There is the possibility that the 1956 arrangements for financing the nationalized 
industries by Exchequer advances may be altered and thus change the look of the Budget 
below-the-line. This is, however, merely a matter of presentation and leaves the argument 
above unaffected. 
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considering how far the actual increase in expenditure during 1958-59 
has been, or the prospective increase during 1959-60 may be, relevant in 
this context. 

One method by which Government expenditure can be instrumental in 
‘“ stimulating ”’ an economy is through deficit financing, where the Govern- 
ment deliberately meets a part of its expenditure not by taxation or bor- 
rowing from the public, but by borrowing from the banking system, thus 
expanding both the quantity of money and (if the borrowing is by floating 
debt) also the credit base. Monetary expansion of this kind does not, 
however, necessitate any increase in the total of Government expenditure; 
it can be produced by a mere shift in the means of financing an unchanged 
(or even, conceivably, a falling) expenditure. But in the past twelve 
months this particular technique of monetary expansion has not only not 
been applied by the monetary authorities. On the contrary their ‘ vigorous 


TABLE III 
GOVERNMENT EXPENDITURE AND NATIONAL INCOME 


(Percentage increases (decreases —) on previous year) 
Government Expenditure : 








co 











— —Estimated—————— Actual Gross 
Year Above’ Below Above Below National Year 
the the Overall the the Overall Product 

Line Line Line Line 
1948-49 a —6.5 * * -1.0 -20.7 —5.3 14.5 1948 
1949-50 - 10.0 * * 6.3 2.0 5.7 6.7 1949 
1950-51 - 4.5 —1.3 3.8 -3.5 —2.9 —3.4 5.2 1950 
1951-52 wa 8.5 cua 20.2 25.0 10.8 23.2 10.0 1951 
1952-53 - —1.1 2.0 —).8 6.8 nil 6.0 9.0 1952 
1953-54 sith 2.6 8.5 3.2 -1.8 -25.4 —4.3 6.6 1953 
1954-55 »< 6.2 -26.0 2.5 0.8 28.0 3.0 6.8 1954 
1955-56 - 0.9 30.3 4.4 4.4 7.4 4.7 5.8 1955 
1956-57 - 4.3 * * 8.3 * * 8.2 1956 
1957-58 - 1.4 -27.0 —2.6 Fe 2.2 1.2 6.1 1957 
1958-59 - 6.1 2.2 4.8 — — — 2.3¢ 1958 
1959-60] 3.4 20.8 5.3 

* See note on Table II. + Approximate. t As estimated in text. 


funding ”’ policy has worked, at least until recently, in the opposite direc- 
tion: the figures which demonstrate this conclusion appeared in the last 
issue of The Banker§ and need not be repeated here. It may, of course, 
be that this policy is about to be altered or even that the Chancellor aims 
at using the increase of expenditure in 1959-60 plus any remissions of 
taxation as a means of deliberately increasing the floating debt. As to this, 
it can only be observed that, if so, there has been no sign of it. 

The other method of “ stimulating” the economy by Government ex- 
penditure does involve actual increase. That is the effect, practical and 
psychological, of the Government’s entering the market as a purchaser of 
additional goods and services, though this effect will be offset subsequently 
if the purchases are financed by raising in taxation, or borrowing from the 
public, money that would otherwise have been laid out on private account. 
The actual net increase in Government expenditure in 1958-59 over that 
budgeted for has been, as we have seen, very limited—probably not more 





————— 





, especially p 119. 
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§ See “‘ Credit after the Squeeze ’ 








than some £50-60 millions—and increases in the yield of taxation at current 
rates may well have gone far to meet this. 

Of course, orders placed in this financial year which will not be paid for, 
or fully paid for, until 1959-60 or later, must also be taken into account, 
and it may be presumed that some part, however small, of the increase of 
£364 millions in bank advances during 1958 was connected with the 
financing of such orders. Looking, however, at the picture as a whole—the 
“vigorous funding ”’ policy on the one side, and on the other side the rise 
in bank advances and the increase in hire-purchase debt that have followed 
the removal of statutory or voluntary restrictions in recent months—tt 1s 
hardly possible to attribute to the level of Government expenditure any 
very important role in offsetting the recession in 1958. If this is true, we 
need to ponder seriously the prospect of a total increase in budgetary 
expenditure in 1959-60 which, except for 1951-52, represents a peacetime 
record, both absolutely and relatively. 

There is no disputing that there are directions in which budgetary expendi- 
ture requires to be expanded, and rapidly expanded: expenditure, to name 
one or two examples, on the roads, on education, on certain aspects of 
individual and public health. There is equally no disputing that by 
selective expenditure the Government can, at least temporarily, relieve 
distress in specific employments or areas. But these are essentially matters 
of priority and decision within a given total, and not of the total itself. 
That the sum total of Government expenditure should rise substantially in 
terms both of money and of the proportion of the national resources which 
it claims, arouses anxiety on two grounds. 

One of those grounds admittedly involves a political assumption which 
not by any means everyone would accept: the assumption that beyond a 
certain point the disposal of the nation’s income by centralized decisions is 
inimical to economic (perhaps not only economic) well-being and growth, 
and that while that point cannot be defined with any precision, we are in 
this country dangerously near it, if not past it. 

The other ground is a consideration of prudence. More than once in 
recent years Governments have seen themselves against their own will 
adding fuel to the flames of inflation, because their commitments were 
larger than could be met by what they dared to raise in taxation or were 
able to borrow from the public. It cannot be denied that the higher the 
total of expenditure rises, the more the Government is exposed to the risk 
of this predicament. ‘To increase the money supply by deficit financing 
will always be within the Government’s power, if it chooses that course as 
an instrument of policy; but by allowing the total of its commitments 
constantly to rise, it puts itself at the mercy of a renewal of inflationary 
pressure and risks being forced to increase the money supply exactly when 
that is least desired. 

In the absence, therefore, of any compelling reason to believe that an 
increase, absolute and proportionate, in the total of Government expenditure 
is indispensable for taking up whatever “slack” there may be in the 
economy, the objections to such an increase appear to be serious 
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New Capital for 
the Banks 

























HE suspension of official control of borrowing, which was 
announced at the beginning of last month, has given the banks 
the first opportunity for twenty years to reinforce their capital 
structures with new money. Within a week of the announce- 
ment the Midland Bank, which in December had received one of the last 
rebuffs dealt by the Capital Issues Committee, came forward with a. rights 
issue to shareholders. It is certain that others among the Big Seven will 
follow Midland’s lead. Although no other bank went as far as making a 
formal application to the CIC, there is little doubt that several had taken 
soundings of the authorities unofficially. Sir Oliver Franks told share- 
holders of Lloyds Bank at last month’s annual meeting that a rights issue 
was being discussed, and Mr D. J. Robarts told National Provincial share- 
holders that an issue was under consideration. No doubt similar ewe 
are being considered in the boardrooms of other banks. 

New issues by the big banks are sufficiently rare to cause excitement. 
The last cash issue by one of the Big Seven was in October, 1937, when 
the Midland made a small rights issue to shareholders. Lloyds Bank has 
raised no new money since 1920, the National Provincial and the West- 
minster since 1919 and Barclays since 1918. ‘The statistical background 
to the banks’ present interest in the possibility of raising fresh capital 1s 
set out in Tables I and II below. Over the past twenty years the volume 
of bank deposits has increased more than threefold, while the total paid-up 
capital and published reserves of the Big Seven has increased by little 
more than a half. In consequence the average ratio of capital and reserves 
to deposits has fallen from 6.4 per cent to 3.1 per cent, and the ratios of 
some individual banks show an even more precipitous decline. 

Since 1952 the ratios of most banks have been increased, mainly by 
transfers from inner reserves, to maintain the published reserve tund at the 
time of a free scrip issue. But these increases have done little more than 
balance the post-war rise in deposits, so that the ratios remain low—both 
historically and in comparison with those maintained in other countries. At 
the end of 1957, for example, the eighteen largest American banks showed 
an average ratio of total capital funds to deposits of 8.9 per cent, the ratios : 
of individual banks ranging from 16.9 per cent to 6.1 per cent. It is, -of 
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course, questionable how far such historical and international comparisons 
are relevant. The differences between Britain’s centralized branch banking 
and America’s unit banking are familiar enough, but the important differ- 
ences between British banking to-day and British banking in 1938, though 
perhaps less appreciated, are scarcely less striking. The significance of 
some of these latter differences will be discussed later. In any case, the 
decline in the ratio in the past twenty years has been largely the continuation 
of a long-run trend. As can be seen from Table II, the ratios of each 
individual bank fell between 1929 and 1938, and if the comparison were 
carried back to 1900 it would be found that the average ratio of the seven 
banks—or, where appropriate, of their principal predecessors—was over 
12 per cent. 

It can safely be said, however, that this continued decline, chiefly the 
reflection of the inflationary process, has passed unnoticed by the general 
public. In an age in which no one questions the solvency of the great 
deposit banks, the capital ratio has long ceased to be an ingredient in con- 
fidence—among the domestic public at least, if not also overseas. Indeed, 


TABLE I 
BIG SEVEN: CAPITAL, RESERVES AND DEPOSITS 
(£ millions) 


1929 1938 1945 1950 1958 
Paid-up capital i * be 70.3 72.9 72.9 13 si2.2" 
Published reserves . . - a 58.0 57.1 63.4 62.0 87 .6* 
Share premium account .. - — —- — 10.0F Set 
Profit and loss carry forward - o.7 4.6 4.3 4.5 4.6 





Paid-up capital and total published 134.0 134.6 140.6 149.4 210.6 


reserves 


—_——— _-+-- + a ——— 


Gross deposits - 7 .. 1,745.2 2,110.5 4,547.2 5,925.6 6,796.5 
* including scrip issues foreshadowed for Midland and Martins Banks. The rights issue 


proposed by Midland Bank will raise the total by £4 millions. 
t Separation from other reserves required by Companies Act, 1948. 





it might be held that the main argument in favour of an increase in capital 
is political, since a further decline in the ratio might give ammunition to 
the advocates of mutualized banking. 

It is true, of course, that the lifting of the credit squeeze has created new 
opportunities for expansion and that the banks may be involved in con- 
siderably more capital expenditure, particularly if the present attempts to 
encourage cloth-cap banking are successful. It does not follow, however, 
that the pace of even that expansion would be held up if the banks were 
not able to raise additional capital. ‘The additional physical outlay involved 
in even a very rapid expansion of bank premises (and conversion of their 
equipment) would still be small by comparison with the scale of banking 
activity, and thus could always be financed by realization of a small fraction 
of other assets, or more probably—since the secular trend of deposits is 
upwards——by a mere slackening in the pace of growth of such assets. And, 
as past experience has very clearly shown, so long as the authorities ensured 
the requisite liquidity, the banks would accept any additional growth of 
deposits associated with such a drive, even though that would further 
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depress the capital ratio. From this it follows, conversely, that the raising 
of additional capital is not likely to quicken the pace of their expansion. 
If all the banks were to raise new capital the total of their aggregated 
balance sheets would be unchanged: there would be a reduction in aggregate 
deposits exactly offset by the increase in capital and reserves. ‘There would 
be no increase in the banks’ holdings of liquid assets, though the fall in 
deposits would have the effect, scarcely likely to be significant in practice, 
of raising their liquidity ratios a little. An increase of 1 per cent in the 
capital-deposits ratio—which is almost certainly a bigger increase than is 
contemplated at present—would require the raising of nearly £70 millions 
of new capital, and the fall of 1 per cent in deposits would in fact improve 
the liquidity ratio by only 0.3 per cent. Moreover, unless the authorities 
were specifically permitting the banks to raise capital as a means of expand- 
ing credit (which would be an extremely circuitous method of doing so) 
it must be presumed that the increase in liquidity would be smoothed out 
in the natural course of monetary policy. 
Although most attention has been focused recently on the ratio of capital 


TABLE II 
RATIO OF PAID-UP CAPITAL AND PUBLISHED RESERVES 
TO GROSS DEPOSITS 


1929 1938 1945 1950 1958* 
Per cent 
Barclays 8.2 6.5 2.8 2.9 3.2 
Lloyds 7.8 6.7 aia 2.7 3.6 
Midland - 7.4 6.2 3.0 2.4 ae 
National Provincial ron 6.0 3.2 2.6 2.8 
Westminster 7.0 5.7 3.0 2.4 3.2 
Martins 9.9 $.1 4.1 2.9 a 
District 8.4 Ye 3.6 z.9 + 
Average 7” 7 PF 6.4 3.1 2.5 3.1 


* Taking into account changes in capital foreshadowed at December 31. 


to deposits, the ratios of capital to certain types of assets held by the banks 
are in fact far more significant. Before the last war the published reserves 
of a bank were regarded largely as an additional contingent safeguard 
against bad debts, the specific provision for bad debts being a hidden 
reserve. In recent years, when the amount of bad debts has been negligible, 
reserves have come to be regarded rather as a provision against deprecia- 
tion in the market value of the portfolio of gilt-edged investments. In 
1957 only the National Provincial among the Big Five banks continued to 
show its gilt-edged holdings at less than market value. ‘The remaining 
banks showed them at more than market value, giving the market value in 
a footnote. In the case of the Midland Bank the depreciation thus dis- 
closed at the end of 1957 exceeded the total of published reserves. Al- 
though the disclosure of investments at less than market value is now 
widely condoned, the banks are not indifferent to the ratio between the 
depreciation revealed and their capital resources—as witness the desire of 
several banks to buttress their published reserves after 1952. 

In recent discussion by the banks much emphasis has been laid on the 
ratio of total capital funds to fixed assets, which may be defined broadly 
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aS premises, investments in subsidiaries and other trade investments. 
These assets could not be quickly or easily realized, and in principle it is 
undesirable that they should be held against short-term deposits. ‘The 
acquisition of substantial interests in hire-purchase finance companies last 
summer and the gathering speed of the banks’ rebuilding programmes 
caused a rise of no less than £34 millions in the total of these fixed assets 
last year, though as Table III shows, at December 31 last the total of capital 
and reserves exceeded the total of fixed assets by some 50 per cent. This 
may or may not be regarded as a sufficient margin. It is certain, however, 
that if the many long-term commitments undertaken by the banks in recent 
years, which are subsumed in the general category of advances, were 
included with fixed assets, as perhaps they logically should be, the total 
would far exceed the banks’ capital and reserves. 

These long-term commitments include advances to semi-official insti- 
tutions such as the Commonwealth Development Finance Company, the 





TABLE Ill 
BIG SEVEN: CAPITAL AND NON-LIQUID ASSETS 
1929 1938 1945 1950 1958 

Paid-up capital and _ total _ 

lished reserves .. . £134.0m £134.6m £140.6m £149. 4m £210. 6m* 
Ratio to: y 4 , 4 yA A 

Gross deposits .. cs a 7.7 6.4 361 y 301 

Advances ' ne - 14.2 14.6 18.6 9.7 10.0 

Portfolio inv estments a aa 62.2 23.1 12.4 10.7 10.7 

Advances and portfolio invest- 11.6 90 7 4 51 5.2 

ments combined 

Investments in subsidiaries .. 489.1 542.7 647.9 877.5 563.1 

Other trade investments .« dees 6,409.5 1,694.0 1,684.8 530.5 

Premises nn 4 - 372.2 5 | 


364.2 530.5 330. 


—_ --—_—- -— ———__.____ 


Investments in subsidiaries, 
other trade investments and 197.6 153.8 205.0 276.4 149. 
premises combined 


wi 


—_— - oo —————— a 


* See first footnote to Table I. 





Finance Corporation for Industry and the Industrial and Commercial 
Finance Corporation, and the extension of medium-term export credits. 
These commitments have not been undertaken entirely at the banks’ own 
volition, but in response to official exhortation or considerations of the 

national interest ’’. Their liquidity is much less than that of the normal 
bank overdraft, and many bankers naturally feel that they should be backed 
by more permanent capital. 

In the case of the recent issue by the Midland Bank the chief considera- 
tion appears to have been the ratio between capital and the traditional! 
fixed assets. Lord Monckton referred specifically to that ratio in his state- 
ment to shareholders in January. ‘“‘ It is accepted ’’, he said, “‘ that the 
paid-up capital and published reserves of a bank should be well in excess 
of the balance-sheet value of its fixed assets’’. Concentration upon this 
particular ratio may perhaps explain the relative modesty of the Midland’s 
demands. The bank is offering shareholders 2,019,464 new {1 shares 
as one-for-eight rights (before crediting the one-for-three scrip distribution 
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announced in December) at 40s each, against a market price immediately 
before the announcement of 91s 6d. The issue will thus raise just over 
£4 millions. ‘Together with the scrip issue and transfer from inner reserves 
announced earlier, it will increase the total of paid-up capital and published 
reserves to £42,653,000, which is equivalent to slightly over 2.7 per cent 
of the bank’s gross deposits at December 31, or slightly over 2.8 per cent 
of its deposits at the mid-January make-up. ‘The bank also announced 
that it intended to offer 600,000 shares “‘ at a price to be determined by 
the board ”’ to members of the staff with more than five years’ service. 
This will bring about a further increase in the total of capital and reserves, 
but although the precise effect cannot be gauged until the terms of the 
issue and the response to it are known it can hardly have any appreciable 
effect upon the capital-deposits ratio. 

If the other six banks were to follow the pattern set by the Midland, 
the total demand for new capital by the Big Seven would be £25-30 
millions. The raising of such a total should not cause congestion in the 
capital market provided the issues are reasonably spaced, but it would 
bring about only a relatively small increase in the banks’ capital-deposits 
ratios. Other banks may, indeed, be more ambitious. In deciding the size 
of their issues the banks face a dilemma. If, as has been argued above, the 
raising of new capital will not enable the banks to expand any more rapidly, 
it follows that it will not in itself increase their earning power. On the 
other hand, however, the additional capital will require servicing,* and this 
is likely to be considerably more expensive than the cost of maintaining the 
deposits replaced by the capital. The banks will have to pay quite dearly 
for any increase in the ratio of their capital and reserves to deposits, 


An Artist's Sketchbook: No. 61 


BRITISH BANKS IN TOWN AND COUNTRY 


Barclays Bank, Hampstead 


which it contrives to retain its village character in spite of inno- 

vations and alterations. In Heath Street, for example, where the 
Mount, backed by Georgian houses behind high walls, rises in a curve from 
the road below, one can see much the same scene as appeared to Ford 
Madox Brown in the 1850s, when he used it as the background to his 
picture “‘ Work”. In Queen Anne’s time Hampstead was a fashionable 
resort as well as a spa for the wits and it has always been a favourite place 
with artists and writers. 


() = of the most satisfying things about Hampstead is the way in 
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* The increase in the Midland’s dividend for 1959 foreshadowed at the time of the scrip 
issue will apply to the capital as increased by the coming rights issue. 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 





Its inhabitants, indeed, are not the least of its attractions. One thinks 
of Keats at Wentworth Place, Constable who lived and painted in Hamp- 
stead in the days when London was not within such easy reach, and 
Du Maurier and Dickens, the latter delighting to take a chop and a glass 
of wine in Jack Straw’s Castle, and, in our own time, artists such as Randolph 
Schwabe and George Chariton, who have taken pleasure in depicting various 
aspects of the district. 

High Street runs from the village proper down through the lower later 
Victorian reaches and on to Belsize Park, sacred to terra cotta and bed- 
sitters. Barclays Bank is near the top and is a pleasing design in an 
Italianate manner, pleasantly shaded by plane trees. It is carried out in 
grey and white stone with granite used at the base. I[t has an elaborate 
porch carved with figures, and richly designed pediments are placed over 
the windows. 
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As I See It... 





By SIR OSCAR HOBSON | 



























Waiting for the Budget 


UR economic situation has shown very little change in the 

past month. Despite the sharp increase in unemployment to 

the highest figure recorded since 1947, it is so far developing 

precisely according to expectation. ‘The consumer and con- 
sumer durable industries continue in a state of satisfactory activity. ‘The 
capital goods industries still languish, but the basic one, steel, is now 
shaping a little better. ‘The January recovery from seasonally-affected 
December was, at any rate, decidedly more marked than a year ago and 
the same remark applies to the recovery from the August seasonal “ low ”’. 
The FBI’s industrial cross-examinees, too, are expressing themselves a 
trifle more optimistically than they did four months ago. Our exports 
keep up quite well—in January they were less than 2 per cent down on 
the corresponding month of 1958—considering that so large a part of the 
world is suffering from trade recession similar to ours, and while the trade 
gap is no longer as abnormally narrow as it was, it is still consistent with 
an adequate balance of payments surplus. 

I see nothing, therefore, in the trade situation about which we need 
greatly worry. What is needed most of all is patience and “*‘ unflappability ”’ 
so that expansion of production may follow natural courses and not be 
forced into artificial channels and so inevitably lead to new trouble later 
on. At the moment at which I write this the Bank rate still stands at 4 per 
cent. A reduction to 33 per cent, if it comes, will slightly help the balance 
of payments, but I don’t think that it will be of much assistance to domestic 
trade. So far as that is concerned I feel that monetary policy has for the 
time being shot its bolt, especially as the Capital Issues Committee has at 
long last had its teeth drawn and been condemned to a futile existence that 
must be almost worse than death. Now the budget must take over. 
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[ expressed some views about what the budget could, would and should 
not do in The Banker last month. 

Now we have the Supply Services estimates for the coming financial 
year. They certainly do not induce me to modify the cautious view I 
expressed here a month ago. Comparing like with like, te. the present 
estimates for 1959-60 with the original estimates for 1958-59, we find that 
the former at £4,490 millions show an increase of £230 millions over the 
latter. ‘That is appreciably more than 5 per cent, though when the Con- 
solidated Fund Services are added in, the increase may be a little under 
that figure. When we remember that a year ago Mr Thorneycroft resigned 
because of a Cabinet decision to raise expenditure by £50 millions, that is 
quite a sum. 

Even so, judging by the current year’s performance above and below the 
line (which so far suggests that Mr Heathcoat Amory’s estimates of April 
last will turn out fairly accurate) there should be scope for a moderate cut 
in taxation, without crossing the bounds of recklessness. I cannot concede 
that qualification to Sir Roy Harrod’s plea for such a slashing of taxation 
as would unbalance the ordinary “ above-the-line”’ budget. ‘The sug- 
gestion horrifies me. It indicates that he has no thought but to end 
unemployment at whatever cost and however temporarily; no belief in the 
doctrine to which I hold, that slumps are caused by the booms which went 
before them and that to set up a new boom is inevitably to sow the seeds 
of a new slump. 

Budget making to-day seems to be a game in which the Chancellor of 
the Exchequer, having considered the estimates of revenue and expenditure, 
above and below the line, ends up with “a psychic bid ”’ which need have 
very little reference to the figures before him. Since exact knowledge of 
the figures is unnecessary for final decision on tax policy it is a game in 
which onlookers can take a hand. Well, my bid is for sixpence off the 
income tax with frills making up a total of the order of £200 millions and 
no more. I said that last month and I am sticking to it. 


Polls and Politicians 

City stories that hit the headlines of the daily Press come thick and fast 
in these days. ‘The latest is the story of Mr Colin Hurry and the public 
opinion poll on steel renationalization. ‘This incident, like some others 
before it, has been invested with an exaggerated and largely spurious im- 
portance by politicians who, when they scent a party score, throw common 
sense to the winds. Mr Hurry, head of a firm of public relations con- 
sultants, conceived the idea of organizing a public opinion poll in order to 
test the degree of popular approval for the Labour Party’s nationalization 
programme. He enlisted the support of some 200 iron and steel and 
other firms, to which one can well suppose that the prospects of the state 
acquisition of the steel and other industries are a matter of something more 
than platonic interest. 

Mr Hurry was not content with the usual “‘ sample ”’ poll of a few thousand 
individuals. He wanted a comprehensive survey of the views of electors 
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in the “‘ marginal ”’ constituencies at a cost running into some hundreds of 
thousands of pounds. Why he wanted this expensive form of referendum 
is not plain to me but is not germane to the issue. The work was put into 
the hands of a reputable firm of market research practitioners and had been 
proceeding for some weeks before some keen Left Wing nose smelt politics 
in it. ‘Then the fat was in the fire with a vengeance. Mr Morgan Phillips 
thought that the names of persons answering the questions would be dis- 
closed and that they might be subjected to intimidation, but later withdrew 
his allegations. Mr Douglas Jay thought that the questions were “ loaded ” 
with a view to producing answers that suited Mr Hurry and his supporters. 
Mr George Darling, MP, in a television interview, said that the questions 
were “‘ angled’ and made the remarkable assertion that a sample enquiry 
would produce accurate results whereas a comprehensive one would not. 
Mr Jay further questioned whether the publication of the results of an 
enquiry into the views of electors on a prominent election issue was not 
calculated to influence the outcome of a general election itself in the same 
way that when the voting in general elections was spread over a period of 
three weeks or so, it was sometimes thought that the later-polling con- 
stituencies tended to go the same way as the early pollers because “ people 
liked to be on the winning side ”’. 


Angled Questions ? 

Now I have just a few remarks to make on all this. The first is that if 
Mr Jay is to succeed with his suggestion that enquiries such as this one 
into public opinion on matters which are, or may be, political “‘ issues ” 
may have to be ruled out because they might sway the voting at elections, 
he will have to start by banning Gallup and similar polls at which electors 
are asked to reveal their voting intentions. Considering how well estab- 
lished and popular Gallup polls have become in Britain and America and 
other countries, it is a bit late in the day for that. 

And I must say that I cannot for the life of me see why either newspapers 
or business firms should not resort to organized questioning of citizens on 
matters of public interest or (in the case of firms) of business importance 
to themselves. 

Provided the questions are not “ ioaded”’ or “‘ slanted’”’ or ‘‘ angled”’ 
with a view to producing dishonest results, I can see no harm in it. And 
this brings me to the crux of the Hurry nationalization poll. Was the 
questionnaire drawn up with due skill and impartiality? I don’t know 
how carefully Mr Morgan Phillips or Mr Jay or Mr Darling examined the 
questionnaire or even whether they saw it at all. I, however, have a copy 
in my possession and I have studied it most carefully for any, even unwitting, 
loading. I cannot find any. 

The polling form (instructions to interviewer, questions, space for 
answers to ditto) is too long to quote in full, but here are the five key 
questions on nationalization. 

The interviewer says, “‘ I am going to read out one or two things people 
have said about nationalized and private industries and I'd like you to say 
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in each case whether you agree or disagree with what they say”’. Then 
follow the questions: 


(a) First, would you agree or disagree that nationalized industries have 
tended to have more strikes than private industries ? 

(b) That workers in the nationalized industries get on better with the 
management ? 

(c) That nationalized industries tend to be overrun with too many 
officials of various kinds ? 

(d) That nationalization has meant that you have had more say in how 
these industries should be run ? 

(e) That nationalized industries don’t bother too much about the way 
they treat their customers ? 

In each case the answer was to be classified as Agree, Disagree, The 
same, or D.K. 


Could anything be more impartial and non-suggestive than that? Even 
if one were to take the standpoint that interviewees are slightly biased in 
favour of saying ‘‘ yes” to a question, the arrangement of the question 
would remove any resultant bias one way or the other. 

How anyone could really believe that this questionnaire was loaded 
against nationalization defeats me—and after all one cannot easily imagine 
that any reputable firm engaged in this public opinion poll business for its 
livelihood, would lend itself to any such racket. 


Should Directors Tell ? 


I want to end with a postscript to what I wrote last month on the British 
Aluminium incident. <A friend who bears a name honoured in the Scottish 
investment trust movement, writes to me to say that he does not fully agree 
with what I said. He thinks that up to the time when Tube Investments 
and Reynolds Metals came on the scene the British Aluminium board 
behaved correctly and wisely. Knowing that BA needed fresh capital they 
approached Alcoa and arranged with that corporation to provide capital on 
terms which in the light of the quotation of BA shares at the time were very 
favourable. He holds that as no potential subscriber of new capital would 
negotiate an agreement except in secret, the BA directors acted rightly and 
in the best interests of their company in not informing their shareholders 
of the negotiations, and in not making their approval a condition of the 
conclusion of the deal. He says that he likes directors who are prepared 
to take responsibility and that he doesn’t like to keep a dog and then have 
to bark himself. 

He says that he is not impressed by Lord Chandos’ declaration on behalf 
of Associated Electrical Industries that they would consult their share- 
holders before entering into agreements similar to that of BA with Alcoa. 

My friend goes on to say that from the moment when TI—Reynolds 
launched their counterbid, he considers that the BA directors lost their 
heads. From that point in the “ incident ” on, he agrees with what I wrote 
in The Banker. Let me, however, first make clear my position on the 
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point on which he disagrees with me. I fully concede that my friend’s 
vast practical experience of investment entitles his view on the matters in 
question to far greater respect than mine. Nevertheless, I do not feel 
that I can substantially alter the opinions I expressed last month. 

I agree, of course, that the BA board was perfectly within its rights in 
negotiating the Alcoa agreement without divulging the existence of nego- 
tiations to their shareholders. But I hold that it should have made the 
contract subject not only to the consent of HM Treasury (which, of course, 
it could not avoid) but subject also to ratification by BA shareholders. 
Boards of directors who follow Lord Chandos’ advice and take this course 
certainly expose themselves to the risk of a counterbid. I think that they 
must face that risk—from which indeed the unconditional nature of the 
BA—Alcoa agreement did not in fact save the BA board. I think that 
they must face it, because I think it accords with the spirit of the times that 
shareholders should be consulted on major issues affecting their companies. 
I think that it is politically advisable that they should be encouraged to 
express their views and desires, even though their boards are completely 
competent and could very likely handle the issues more effectively without 
interference from the shareholders. The Labour Party is continually 
throwing it in the face of shareholders that they are mere sheep and ciphers, 
ready to take anything from their boards provided it is accompanied by 
decent dividends. I think, as I said last time, that this view greatly over- 
states the facts in these days when institutional investors are organized for 
the defence of their interests. But I want to see shareholders encouraged 
to take an active interest in the companies they own, and not discouraged 
because they may occasionally make a nuisance of themselves. 

Well, as I have said, my friend disagrees with me on this matter. But, 
on the other hand, he strongly supports me on what I conceived to be the 
main issue, the issue of Competition versus the Establishment. Having 
been taken off their guard by the TI—-Reynolds intervention, the BA board 
‘“‘went from one blunder to another and were joined by equal stupidity 
from the private bankers”’. The whole incident, says my friend, reminded 
him of Birch Crisp and his Chinese Loan of 1912 put through against the 
wishes of the five great Powers. I remember it well—Charles Birch Crisp, 
the unknown London stockbroker “ pulling off’”’ the £5 millions loan to 
the Celestial Empire under the noses of the consortium of bankers headed 
by the Hongkong and Shanghai Bank. But the consortium came back the 
next year when they negotiated and successfully issued the Chinese Re- 
organization Loan of 1913. I don’t know whether there is anything 
prophetic about that. However, whether it is Chinese loans or the financing 
of aluminium production that is in question, I am all for the bracing winds 
of competition, and I am glad that my friend is too. 

My friend’s final comment on the BA incident is: “‘ How nicely TI and 
Reynolds come out of it and I was glad to sell them my shares at unhoped- 
for prices”. And here, alas, I must again part company from him, for 
I never held a BA nor yet a TI share—I confess it by way of “ declaring 
my interest’ in the incident! 
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Who Holds Britain’s 





Cash ? 


In the course of an enquiry at Swansea 
University into the ownership of property 
Professor Victor Morgan has made the 
startling discovery that there is some- 
thing like £4,000 millions of cash in 
this country—nearly half the total—for 
which there 1s no apparent owner. 
Professor Morgan here sets out the 


relevant results of his research and 
examines some possible explanations of 
the statistical mystery he has uncovered. 
These explanations, however, he finds 
unconvincing. It may be that the 
Radcliffe Committee or some other 
investigator will be able to throw some 
light on this matter.—EDITOR. 











By E. VICTOR MORGAN 


OME time ago, when we were discussing Lord Keynes’ “ liquidity 
preference ”’ theory of interest rates, a fellow economist said to me, 
‘But who exercises this liquidity preference ? Who actually holds 
cash ?”’. The question is clearly important both for the theory of 
interest and for the practical working of monetary policy, but neither of 
us could provide a satisfactory answer. I hoped to find the answer to this 
and other questions as a result of a research project on property ownership 
which has been going on in Swansea during the past few years. But while 
this work has provided fairly convincing answers to most of my other 
questions, it has only deepened the mystery of the ownership of cash. 

To put the problem in its proper setting, it is necessary to describe very 
briefly the scope and methods of our more general research into property 
ownership. All property except tangible assets consists of the liabilities of 
some other person or institution. ‘The value of these financial claims is 
now considerably greater than that of tangible assets, and the chain of 
inter-connected assets and liabilities often involves a number of persons 
and institutions. A simple example would be the case of a person who 
owns a house against which he has the liability of a bank overdraft; the 
overdraft is, of course, an asset of the bank but, in giving it, the bank 
created a deposit which is a liability to some other customer who, in his 
turn, treats itas an asset. It is a characteristic of highly developed economic 
and financial systems that, the higher the degree of development, the more 
complex these systems of inter-related assets and liabilities become. 

However complicated the system, if we had all the relevant information, 
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it would be possible to divide the economy into a number of sectors and 
draw up, for all the persons or institutions in each, a balance sheet showing 
their holding of real assets, their holding of financial claims on other sectors 
and their liabilities to other sectors. Any item that appeared as a liability 
of one sector would necessarily appear as an asset of another, and so it 
would be possible to make a complete cross-check for the whole system. 
The compilation of such a set of integrated balance sheets was the ultimate 
aim of our research project. We divided the economy into the following 
sectors, using as far as possible the defiintions of the National Income 
Blue Book: the central government; public corporations; local authorities; 
persons; non-financial companies operating mainly in Britain; the banking 
system; non-banking financial institutions; charities, and the overseas 
sector. Of course, we did not have anything like all the relevant infor- 
mation, and many estimates and even guesses had to be made. One of 
the merits of this approach to the problem is, however, that the estimates 
of assets are normally independent of those of liabilities, so that each 
provides a cross-check on the reliability of the other. 

For most types of property, the amounts that we identified, when 
approaching the problem from the assets side, tallied fairly well with the 


ESTIMATED SUPPLY OF CASH 


£ millions 
1953 1954 1955 
Notes and coin .. - - - 1,364 1,417 1,552 
Bank of England “‘other accounts”... 75 73 66 
Clearing and Scottish banks ey sa 6,300 6,503 6,577 
Other banks én oh ii be 695 730 789 
Total .. ” “a sal 8,434 8,723 8,984 


—_——— _-—_— - -+- -—— —_——- 


amount shown to be in existence by our estimate of liabilities. Where 
there was a discrepancy, we generally found our estimates of assets added 
up to rather more than the corresponding liability. ‘This makes our findings 
about cash all the more surprising for, when we added up all the cash that 
we were able to identify among the assets of the non-banking sectors, it 
came to very much less than the amount known to be in existence. 

In the estimate of the amount of cash in existence, we tried to exclude 
internal items and get a figure of the total of notes, coin and deposits held 
outside the banking system for a date as near as possible to the end of 
March. The years covered were 1953 to 1955. Savings bank deposits 
were, of course, omitted and so were the comparatively small sums deposited 
with discount houses and hire-purchase finance companies. The National 
Bank was omitted as we had no means of separating its British and Irish 
business. For the other clearing banks, we made the customary deduction 
of ‘‘ items in course of collection ’’ from gross deposits, and we also deducted 
estimated items in transit between branches. Even after making these 
deductions, there are still some irrelevant items, including internal accounts 
and Lloyds Indian deposits, which it was impossible to eliminate; on the 
other hand, our figure perforce omits the National Bank’s British deposits. 
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Our figures for the Scottish banks are the aggregate of balance sheets 
published at various dates, and it was not possible to make a satisfactory 
seasonal adjustment. Figures for the CWS Bank, the Scottish CWS Bank, 
the Yorkshire Penny Bank, the Birmingham Municipal Bank and the Isle 
of Man Bank were taken from balance sheets, again without seasonal adjust- 
ment. We were only able to examine the balance sheets of five merchant 
banks, which accounted for about a quarter of total merchant bank capital 
as estimated by Mr N. Macrae.* We therefore multiplied their aggregate 
deposits by four. The resulting estimates are set on page 172. 

On the assets side, our figure for cash held by the public corporations 
was taken from their balance sheets, and that for local authorities from 
Local Government Financial Statistics and a special enquiry on the use of 
local authority funds kindly made available to us by a research committee 
of the Institute of Municipal Treasurers and Accountants. For public 
companies, we used the balance-sheet summaries compiled by the Board 
of Tradef with an adjustment for companies not covered by the Board’s 
survey. For obvious reasons, no balance-sheet data are available for private 
companies; their income was roughly 30 per cent of all company income, 
and we have made the very tenuous assumption that they held three-sevenths 


ESTIMATED DOMESTIC HOLDING OF CASH 











£ millions 

1953 1954 1955 

Public corporations - - pa 62 58 58 
Local authorities .. - - 0 19 21 21 
Persons... - i ia a 2,233 2,822 2,703 
Non-financial companies 4 ae 1,340 1,341 1,166 
Financial institutions aa ee a 225 231 228 
Charities .. oa is " os 65 65 65 
Total .. oh as ss 3,944 4,538 4,241 


-__- — oe -__ 


of the cash held by public companies. ‘The figure for charities is based on 
estimates of their total resources derived from income-tax figures, and the 
study of a large number of balance sheets. 

Personal holdings of cash have to be estimated by rather different means. 
For bank deposits, a figure was calculated from the estate duty statistics 
by assuming that persons dying in a given year were a representative sample 
of the living, and grossing-up the amount of cash in estates passing at 
death by the appropriate mortality rates. The resulting estimate was 
compared with the figure given by the British Bankers’ Association to the 
Royal Commission on Taxation and, allowing for a number of differences 
of coverage, the two figures agreed very well. The estate duty figures for 
holdings of notes and coin are quite absurdly small, and one can only 
suppose that the relatives of the deceased normally take steps to ensure 
that this most liquid asset does not fall a prey to the tax collector. We 
have, therefore, put in a notional figure based on the assumption that those 








* The London Capital Market, pp 77-79, London, 1955. 
t Economic Trends, February, 1958. 
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On 30th January, International Computers and ‘Tabulators 
Limited (I-C-T for short) became Britain’s largest manufacturer 
and distributor of data-processing machinery. 

In this Company, Hollerith has been strengthened by its 
association with Powers-Samas — and Powers-Samas similarly 
strengthened by its association with Hollerith. These two Com- 
panies established the punched card industry in the United 
Kingdom and have remained in the forefront of world develop- 
ment in the data-processing field. 

What advantages can I-C-T fairly claim? Among others: 
The ability to make available a wider range of punched card 
and computing equipment. 

A pooling of the wide variety of experience — 50 years for 
Hollerith, 43 years for Powers-Samas — in mechanising 
statistical and accounting procedures and in contributing to 
scientific management at home and overseas. 

The more effective deployment of research and develop- 
ment resources. 

On the formation of I-C-T, The British Tabulating Machine 
Company Limited and Powers-Samas Accounting Machines 
Limited pay tribute to the very large number of users of their 
equipment in Government, Local Authority, Industry and 
Commerce, at home and overseas, with whose support the 
Goodwill of both Companies has been firmly established. I-C-T 
is proud to take over this Goodwill, and assures both present and 
prospective users that it will be as strenuously guarded as in the 
past and strengthened in the future. 





INTERNATIONAL 


COMPUTERS AND 
TABULATORS LTD 


REGD. OFFICE: I7 PARK LANE, LONDON, W.I (HYDE PARK 8155) 
OFFICES THROUGHOUT THE UNITED KINGDOM AND OVERSEAS 


All the resources of Hollerith and Powers-Samas 














receiving weekly incomes (either from wages, national insurance or national 
assistance) hold an average of half a week’s income in notes and coin, and 
that those receiving incomes at longer intervals hold an average of a week’s 
income in this form. ‘The estimates resulting from these rather devious 
processes are set out above. 

The available information about foreign holdings is very slight. For 
the years with which we were concerned nothing is known about the com- 
position of the sterling balances. Recently, however, figures have been 
released for official balances, comprising rather more than three-quarters 
of all sterling balances apart from those of non-territorial organizations, at 
the end of 1956.* At that time, only 8 per cent of official balances was 
in bank deposits, and a similar proportion in 1953-55 would give less than 
{£250 millions. Moreover, the term bank deposits was not defined in the 
official statement and, since there is no separate item for deposits with or 
call loans to the discount market, it seems likely that these are included in 
the figure of deposits. Non-official balances were running at about {£700 
millions, though with fairly large fluctuations. It seems probable that the 
proportion held as bank deposits was considerably higher than in the case 
of official balances, though some was presumably in securities, and a sub- 
stantial amount must have been on loan to the discount market. The 
figures for bank deposits incorporated in the sterling balances are net of 
balances held abroad by British banks on their own behalf and that of their 
customers, but nothing is known about the size of these balances. It 
would be very surprising if overseas holdings of bank deposits, excluding 
loans to the discount market, were much above {£500 millions, and they 
might well be less. 

We thus reach the startling conclusion that we have in the economy 
between £3,500 millions and £4,000 millions of cash—nearly half the total 
in existence—without any apparent owner! A number of explanations can 
be put forward that may each account for a part of this astonishing result, 
but it is very difficult to believe that they account for the whole of it. 

The estimates of cash in existence are firmly based on balance-sheet data 
or official returns, except in the case of the merchant banks, where we 
applied the rather arbitrary multiplier of four to the deposits of those banks 
whose balance sheets were available. ‘This figure may be too high but, 
since our estimate for the total deposits of the merchant banks reached a 
maximum of £330 millions, the possible error is relatively small. Clearly 
the main trouble is not an over-estimate of the amount of cash in the system, 
but an under-estimate of holdings. 

One obvious possibility is our estimate of personal holdings of notes and 
coin. ‘The basis which we used appears to allow a generous amount for 
ordinary transactions, but it leaves little margin for hoarding. It is also 
impossible to make any allowance for notes or coin lost, accidentally 
destroyed, or held abroad. 

While items in transit have been removed from our figure of bank 





* Economic Trends, May, 1958. 














deposits, there are still a number of internal accounts left.* Theése could 
hardly be large enough to fill much of the gap. 

Our estimates of personal holdings of deposits appear to agree well with 
the figures given to the Royal Commission on Taxation, but there is a 
difficulty in comparison because of the treatment of non-corporate business. 
The assets of non-corporate business are included in the estate duty figures 
on their owners’ death, but the banks excluded such deposits, so far as they 
were identifiable, in preparing their figures for the Royal Commission. It 
is thus possible that our estimate of personal holdings is too low, but other 
evidence too detailed to describe here makes this seem very improbable. 

The figures for private companies are very tentative, but there is at least 
one reason for believing that they are not too low. A similar method was 
applied to the estimate of private companies’ borrowing from the banks, 
again assuming that this bore the same proportion to earnings as for public 
companies. When this was compared with other evidence, there was no 
doubt that the figure was too low; in other words, private companies borrow 
more in proportion to their earnings than do public companies. There is 
great diversity among private companies, and it is possible that the group 
as a whole might be both a relatively larger borrower and a relatively larger 
holder of cash, but this hardly seems likely. 

The estimates for public companies are based on balance-sheet data with 
only minor adjustments, so that the margin of error cannot be large provided 
that the balance sheets reveal the true picture. It has been suggested to 
me that non-financial companies may behave differently from financial 
institutions by “‘ window-dressing ”’ for illiquidity. A large cash item in 
the balance sheet might give the impression that the assets of the company 
were not being fully used, and so reflect on the energy and efficiency of 
the board; it might whet the appetites of shareholders for higher dividends; 
and it might (and indeed often does) encourage a take-over bid. Directors 
wishing to safeguard themselves against these perils might so arrange the 
affairs of their firm that its cash was reduced to an unusually low level at 
the end of the accounting year. Such behaviour is obviously possible, and 
might at times be sensible, but it is hard to believe that it takes place on 
the vast scale that would be needed to fill much of our gap. Finally, there 
is the possibility that we have under-estimated the holdings of charities but, 
again, there is nothing in the evidence to make this appear likely. 

None of these explanations accounts plausibly for more than a small 
part of the missing thousands of millions, and we are left with a serious 
gap in our knowledge of the economy. ‘The distribution of liquid assets 
between different sectors can play an important part in determining both 
the actual rate of spending and the powers of the monetary authorities to 
control it. A more detailed knowledge of who holds cash could pave the 
way for important developments in economic theory, and for a much better 
understanding of the mechanics of monetary policy. It is to be hoped that 
more information may eventually become available as a result of the work 
of the Radcliffe Committee. 


* The amount of these extraneous items is now disclosed; see the note on page 140.—ED- 
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Busy Times for 


Lite Offices 


By A SPECIAL CORRESPONDENT 


N the insurance industry fire, accident and marine contracts are nor- 

mally short-term, whereas those of life assurance are long-term. ‘Thus 

although the vicissitudes of underwriting general risks are such that 

the industry as a whole is subject to “good” and “ bad” years, 
fluctuations in mortality rates or the interest earned on the investments 
of the life offices tend to be ironed out over the longer accounting period 
employed by life assurance companies, and any suggestion of “bad ”’ is 
restricted to a falling-off of bonuses during periods of crisis such as world 
wars. A common yardstick of success for the life offices is thus found in 
the figures of new business, though these must be used with reserve since 
the size of new risks undertaken is not necessarily a reliable guide to 
profitability. ‘Taken in conjunction with the post-war trend of continually 
rising bonus declarations, however, the figures for recent years leave no 
doubt that the life assurance companies and life departments of composite 
companies are thriving. 

Details of the net new sums assured written by the leading companies 
are shown in the table overleaf. The companies have been divided into 
four groups, according to the nature of their organization or type of 
business. All but one of the companies shown achieved higher figures in 
1958 than in the previous year. The global figures published by the life 
office associations, which include the United Kingdom business of colonial 
offices, showed new sums assured at £1,623 millions, an increase of {£233 
millions, or 17 per cent on the total for 1957. This is the largest absolute 
expansion ever achieved and is the more remarkable in view of certain 
adverse influences in the early part of the year, notably the credit squeeze, 
which tended to inhibit long-term saving through this medium, and the 
Labour Party’s national superannuation plans, which affected the flow of 
new pensions business. In the last few months of 1958 there was a rapid 
influx of business following the easing of credit and the publication of the 
Government’s white paper with its more modest pension proposals and its 
categorical encouragement of private schemes. 

Two other aggregate figures given by the associations afford a further 
guide to the life offices’ success in 1958. First, new premium income 
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Composite 
Alliance 


Atlas 

Beacon , 

Caledonian .. 

Clerical, Medical & General 
Comme rcial Union 

Eagle Star .. 

General Life 

Guardian .. 

Law Union & Rock 
Liverpool & London & Globe 
London Assurance. 

North British & Mercantile 
Northern 

Phoenix 

Royal 

Royal Exchange 

Scottish Union 

Yorkshire 


Proprietary 


Equity & Law 
Gresham Life 
Legal & General 
Scottish Life 
Sun Life 


Industrial-Ordinary 


Britannic 
Co-operative 
Liverpool V ictoria . 
London & Manchester 
Pearl , 4 
Prudential 

Refuge 

Royal London - 
Wesleyan & General 


Mutual 


Equitable .. 

Friends’ Provident & Century 
London Life ‘ 
Marine & General .. 
National Farmers .. 
National Mutual 

National Provident 
Norwich Union 

Provident Mutual . 
Scottish Amicable . . 
Scottish Equitable . . 
Scottish Mutual 

Scottish Provident. . 
Scottish Widows 
Standard... 

United Kingdom Provident 





(£000s) 
1958 


15,367 
10,304 
11,900 

6,800 
11,000 
28,897 
39,000 
15,650 
26,567 

7,200 
14,317 
12,400 
18,400 
38,109 
12,063 
31,782 
11,181 

$400 
33,000 


352,337 


21,136 
11,800 
182,600 
11,090 
70,179 


296,805 
10,155 


33,400 
6,767 


6,171 
42,145 


258,000 
15,850 
14,274 


4,901 


391,663 





8,175 
47,700 
6,130 
3,989 
8,078 
3,783 
8,859 
100,000 
13,000 
28,600 
8,380 
9,349 
15,599 
35,000 
83,057 
12,860 





392,559 
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NEW ORDINARY LIFE ASSURANCE: NET SUMS ASSURED 


308,248 


19,829 
12,432 
143,869 
10,560 
60,807 


247,497 
7,834 


29,584 
5,673 





368,871 


6,989 
38,345 
5,410 
3,020 
6,270 
3,050 
7,792 
77,000 
10,942 


298,450 





Increase 


3,177 
489 
36 
788 
913 
4,748 
2,005 
4,769 
1,561 
635 
966 
2,355 
2,461 
6,125 
1,361 
3,726 
225 
679 
7,070 


44,089 











49,308 





2,271 
3,816 
1,094 
§22 
4,046 
9,000 
662 
1,189 
192 





22,792 





1,186 
9 355 
720 
969 
1,808 
733 
1,067 
23,000 
2,058 
14,500 
1,727 
3,117 
3,973 
8,800 
19,973 
1,123 





94,109 














totalled £100 millions, against £89 millions in 1957. Most of this income 
is, of course, recurrent. Secondly, the year’s contracts provide for the 
emergence of new annuities totalling {£101 millions per annum, against 
£98 millions per annum in 1957—a reflection of the huge pensions business 
that is not apparent from the figures for new sums assured. ‘These figures 
for new premium income and new annuities together provide an indication 
of the value of the life offices as a savings medium. In addition, the con- 
tribution of industrial or “‘ home-service’’’ assurance to personal savings 
must be mentioned. ‘This class of business, transacted at people’s homes, 
to-day varies little in character from ordinary life assurance except that 
premiums are payable at shorter intervals. The new sums assured written 
in 1958 (which are not included in the table) totalled £354 millions, against 
£338 millions in the previous year, and new premium income was {1} 
millions higher at £234 millions. ‘The published statistics for 1957 show 
that total premium income is £169 millions per annum; industrial funds 
total £1,185 millions and are increasing at the rate of about £57 millions 
per annum. It will be noted from the table that the “ industrial-ordinary ”’ 
companies also transact a considerable proportion of the ordinary life 


business. 


Saving through Life Funds 


A figure of the total net saving effected through life assurance after 
allowing for payment of expenses and claims and crediting investment 
income can be calculated for earlier years by comparing the industry’s 
total life and annuity funds at the beginning and end of each year. At 
the beginning of 1957 those funds totalled £3,970 millions and at the end 
of 1957 {£4,268 millions, an increase during the year of £298 millions. 
Some £250 millions of this increase arose from ordinary life business and 
{48 millions from industrial assurance. In 1956 the total net saving was 
{262 millions. It will be seen from the accompanying table that the 
specialist mutual life companies—those companies that have no share- 
holders and transact only ordinary life business—were responsible for 
proportionately more of the year’s expansion in new sums assured than 
the other types of life offices. Their average expansion was more than 
30 per cent compared with a national average of 17 per cent. In general, 
the larger offices appear to have expanded relatively more than the smaller 
and the disparity in size was thus increased; but virtually all companies 
shared in the buoyancy of the business. 

The make-up of the business portfolio varies considerably from company 
to company. All have a solid base of the traditional whole life and endow- 
ment assurance, participating and non-participating, but the proportion of 
pensions business written varies between wide limits as does that of term, 
or temporary, assurance, which includes “family income’’ provision. 
Most of the larger companies have a huge pensions business and are the 
ofices most likely to be affected by changes in the state pensions scheme. 
Over the whole industry more than one-half of the new, and about one- 
third of the total, premium income each year stems from pensions business. 
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The National Insurance Bill recently published, which follows the general 
lines set out in a white paper* last October, does not necessarily involve 
any loss of future business; indeed, it is hoped that now that the immediate 
uncertainty has been removed the widening of public interest in pensions 
might stimulate further business for the life offices. ‘The big question 
mark, however, is the general election. 

There was a further rapid expansion last year in individually proposed 
temporary insurances, quite apart from those normally included in most 
life office pensions schemes. ‘These are issued to cover mortgages, which 
became easier to obtain later in the year, or simply to give high cover to 
dependants in the form of family income benefits, which assure an annual 
capital sum for the remainder of a fixed period at extremely low cost. 
Some finance companies, offering the cancellation of hire-purchase debts 
on death of the borrower, used this medium of cover; the premium cost 
lies in the region of 10s per cent per annum calculated on the capital sums 
outstanding from time to time, which is equivalent to about 5s per cent 
on the total sum borrowed if repayment is over twelve months. Evidence 
of health is not normally required. 

The demand for participating, or with-profits, policies has continued to 
be stimulated by the record of rising reversionary bonus declarations since 
the war. The present level of those bonuses—around 45s per cent per 
annum—is at least equal to the pre-war highest in the case of most com- 
panies. ‘The rising trend continues with the regular announcement of 
increased interim bonuses by companies within their valuation periods; 
further, after each December 31 annual, triennial and quinquennial valua- 
tion a higher bonus is usually declared. So far this year several such 
awards have been announced in respect of valuation periods which ended 
in 1958. Of particular interest is the decision of a few companies to depart 
from their traditional method of declaring a flat rate of bonus per cent 
in order to pass on to their longer-standing policyholders the benefit of 
recent exceptional increases in the income from their investments. This 
has been done by declaring a special additional bonus. 


Beating the Inflation Bogy 


It is fair to say that the participating ‘‘ with profits ” policy in this country 
has held its own against the inflation bogy in spite of being basically a 
money contract. The argument is, however, sometimes heard that the 
benefit on the maturity of an endowment assurance is paid in depreciated 
pounds, implying that the premiums were paid in superior currency. ‘This 
argument overlooks the fact that premiums are spread over the whole 
term of the policy so that if currency depreciates in value steadily the real 
cost of the premiums should be determined by reference to the mid-point 
of the term. An example will illustrate the point, investmentwise, though 
it must be emphasized that the policy also contains the unique element of 
immediate estate creation or “life cover ’’. 





* Discussed in an article in The Banker for November, 1958. 
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Consider a man aged 35 who effects a with-profits endowment assurance 
policy for £1,000 payable at age 65, or at death if that occurs earlier. The 
annual premium would be about £36, and the total net outlay in thirty 
years would be £896, assuming income tax relief on two-fifths of the 
premiums at 8s 6d in the pound. If the currency were steadily to depre- 
ciate by a total of 30 per cent over the thirty years the average real net 
cost of the premiums would be 85 per cent of £896, or £762 in terms of 
the purchasing power of the pound at the inception of the policy. The 
amount payable on death would be £1,000 plus accrued bonuses; on 
maturity at age 65 the total benefit payable would be about £1,675, assuming 
an average simple bonus of 45s per cent per annum. Reducing this sum 
by the assumed 30 per cent depreciation the real value of the benefit is 
£1,172. If this is compared with the real net cost of the premiums, £762, 
it implies a maturity yield of over 24 per cent net per annum, plus full life 
assurance cover throughout. Despite the limits imposed by the arbitrary 
assumptions made in this example, the advantages of an endowment assur- 
ance are apparent. In fact it has continued to be selected as a savings 
medium by many self-employed persons who were offered other facilities 
through the Finance Act, 1956, to provide for their retirement. Whilst 
these facilities offer full tax relief on premiums, they tax the emerging 
pension in full as earned income and exclude surrender or negotiability. 
By the endowment method tax relief on premiums is limited, but full 
negotiability is preserved and at maturity any pension purchased with the 
proceeds is taxed only on the interest element. 


Switching to Equities 

Bonuses are declared out of valuation surpluses, which in turn depend 
partly on the method of valuation. Surpluses arise fundamentally from 
margins earned over the rates assumed for the various elements inherent 
in the calculation of a life assurance premium. ‘The main elements are 
expenses, mortality and interest, especially the latter; in addition, the 
“loading ’’ included for the privilege of participation in profits eventually 
emerges as surplus, as do various miscellaneous items. ‘The importance 
of interest income to a life fund causes the companies to give considerable 
thought to their investment policy and, since the war, there has been a 
substantial expansion of the equity share portfolio. At the end of 1957 
of total life and annuity funds of £4,268 millions some 154 per cent were 
invested in mortgages (against 14 per cent two years earlier), 28 per cent 
(against 33 per cent) in home and Commonwealth Government stocks, 
22 per cent (against 214 per cent) in debentures and loan stocks, 17} per 
cent (against 154 per cent) in ordinary shares and 17 per cent (against 
16 per cent) in property. 

The apparent reduction in government stocks was accentuated by the 
writing-down of book values necessitated by the heavy falls in the market 
prices of those stocks in 1957. The full extent of the expansion of the 
equity portfolio, on the other hand, is masked by the fact that writing-up 
is uncommon and the market value of the companies’ holdings of equities 
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is thus far higher than the figure shown in their books. The recent 
favourable bonus declarations owe much to the selective purchase of 
ordinary shares over the last ten years. Each company determines its 
policy having regard to the nature of its liabilities, and the holdings of 
individual companies may vary widely from the averages noted above. 

Since life offices are buyers of income and are investing for the long-term 
they are not usually concerned at the inevitable fluctuations in capital 
values, except at valuation dates when they are obliged to certify that the 
assets held are fully of the value stated in the balance sheet. Several of 
the offices that valued at December 31, 1957, were therefore obliged to 
transfer huge sums from their funds to write down their holdings of fixed 
interest securities. But as their liabilities could also be valued on a higher 
interest basis, their margins were little affected in total since every endeavour 
is made to match liabilities and assets, and surpluses emerged to permit 
bonus declarations. 

Further expansion of life assurance in the current year is confidently 
expected, but the offices view with some apprehension the huge volume of 
administrative work that is likely to fall on their shoulders as a result of 
the national pensions proposals. Reconstruction of many existing schemes 
may become necessary—at the very least all schemes must be individually 
reviewed. ‘The offices are, of course, still heavily involved in reconstructing 
old schemes so that the reserves can be placed in the tax-free pensions 
annuity funds and a more favourable rate basis allowed. 
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New Departures in 
[rish Banking 
By A DUBLIN CORRESPONDENT 


HE improvement in Ireland’s balance of payments that had 

marked 1957 was not fully maintained in 1958. In 1957 there 

had been, most unusually in a period of normal trading, a surplus 

of £9 millions in current payments. Last year, exports did not 
advance above the record level of £131 millions attained in the previous 
year, while imports showed a further increase. The trade gap between 
imports and exports for the year is estimated at £67 millions, compared 
with £52 millions in 1957. Full details of the balance of payments will 
probably not be known before the budget speech. It is expected, however, 
that the payments deficit will not exceed £5 millions, and it may be sub- 
stantially less than that amount. The deterioration in 1958 was due mainly 
to an increase in raw material imports following the revival of industrial 
activity and also to some purchases of wheat necessitated by the excep- 
tionally bad harvest, though this factor is likely to weigh more heavily on 
trade in 1959. Invisible earnings, which in recent years have shown a 
net surplus of about £61 millions, are believed to have risen last year. 
Tourist receipts, it is thought, recovered sharply. There was also a sub- 
stantial inflow of foreign capital, notably in connection with the construction 
of an oil refinery in Cork harbour. 

Export earnings depend greatly, too greatly perhaps, on the fortunes of 
the cattle trade. Cattle prices recovered in the later months of the year 
and there seem reasonable prospects of a further improvement in coming 
months. Moreover, steps are being taken to increase the numbers of 
livestock. Exports of other foodstuffs, notably bacon, improved during 
the year. The ability of Irish agriculture to sell in foreign markets has 
increased greatly in the past few years, and there are good reasons for 
believing that this trend will continue. 

In these circumstances the Irish banks had a profitable year. They 
benefited, of course, from the high interest rates prevailing in the early 
months of 1958. ‘The successive cuts in Britain’s Bank rate were not fully 
paralleled in Ireland since Irish rates had not been raised in step with 
those in Britain in September, 1957. The Irish rates prevailing in early 
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February, 1959, were fixed in November, 1958, after Bank rate had been 
reduced from 443 per cent to 4 per cent. These were 1 per cent on deposits 
of under £25,000 and 2 per cent on deposits of £25,000 and over. The 
ordinary lending rate for advances was set at 5? per cent. No doubt Irish 
banks will be pressed to reduce these rates if Bank rate is cut again; but 
it is difficult to see how the deposit rate can be brought down much further. 
The Irish authorities have shown themselves to be much more interested 
in what the borrower is charged than in what the depositor earns. This 
may seem illogical in a creditor country—income from overseas investments 
exceeds payments of interest and dividends to foreigners by a substantial 
margin—and also out of step with domestic policies that aim at increasing 
the rate of capital formation. 

Bank advances rose sharply during the year. In part this reflected 
higher industrial and commercial activity, but it also reflected the ravages 


TABLE I 


CHANGES IN DEPOSITS AND ASSETS OF IRISH BANKS 
(£000s) 


CASH, LONDON 
DEPOSITS BALANCES AND INVESTMENTS ADVANCES AND 
CALL MONEY BILLS 
Dec 31, Change Dec 31, Change Dec31, Change Dec31, Change 
1958 sin year 1958 in year 1958 sin year 1957 in year 





Bank of 

Ireland 91,309* + 9,581* 19,389 4,780 37,213 + 6,682 39,548 -— 1,896 
Hibernian 26,696 + 427 3,862 + 621 9,324 —-— 512 14,533 + 334 
Munster & 

Leinster 79,486 -+ 3,479 15,794 + 4,240 17,150 -2,656 47,896 -+- 1,866 
National .. 93,658 -- 4,315 27,004 + 2,468 30,399 -—2,417¢ 38,996 + 4,057 
Northern... 48,715 + 1,192 9118 + 322 20,923 -1,153 22,297 + 1,901 
Provincial 43,048 + 1,288 6,103 + 229 16,812 —- 189 22,541 -+- 1,277 
Royal .. 21,777 + 1,080 4,007 + 864 7,002 -—- 97 11,128 + 314 
Ulster .. 56,225 + 1,962 9.401 —- 2,236 23,602 + 174 26,843 +- 3,697 
Total Eight 


168 223,782 --11,550 


Banks 460,914 -+-23,324 94,678 +11,288 162,425 





* Includes Government and other public accounts. 


+ Investments revalued—1958 total shown at under cost and below market value. Figure 
for 1957 accordingly revised to £32,816,000. 


of what appears to have been the wettest year since records were first taken 
in Ireland. The wheat-growing areas were particularly badly affected, and 
in many cases the banks did not receive their usual post-harvest repayments 
of advances. Deposits also rose substantially, and the general improve- 
ment in the balance of payments from the depths of 1955-56 further 
strengthened the banks’ external assets. ‘The net external assets of the 
banking system rose from £90 millions to £104 millions during 1958. All 
the banks reported increases in profits, and all except the Hibernian (where 
the circumstances were exceptional) increased their dividends. ‘These 
increases, however, should properly be described as an act of belated justice 
to shareholders. On present prospects it seems unlikely that the excep- 
tionally favourable influences on profits that obtained in 1958 will be 
repeated this year. 
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This will not be due to any lack of activity on the part of the banks. 
Although Irish banks were not subject to the same degree of official restraint 
as British banks, the ending of the credit squeeze in Britain has been fol- 
lowed by the introduction of a number of new credit schemes in Ireland. 
All the banks have introduced personal loans in their branches in Northern 
Ireland. ‘These loans have not, however, been extended to the Republic 
since it is considered unnecessary to cast around for a new type of customer. 
Some banks have interested themselves indirectly in hire purchase, notably 
the National Bank, which acquired a shareholding in Bowmaker (Ireland), 
and the Royal Bank, which acquired an interest in Irish Buyway. Other 
forms of special assistance to industry and agriculture have also been devised. 
The banks agreed to provide capital to the extent of {1,800,000 to the 


TABLE II 
IRISH BANKS’ PROFITS AND DIVIDENDS 
NET PROFITS DIVIDENDs 
1957 1958 1935-38 1947-52 1953-57 1958 
({,000s) (per cent) 

Bank of Ireland .. . a 478 541 133 14 15-16] 18 
Dublin 

Hibernian Bank .. - oa S4 85 113-12 12 13-148 14 
Dublin 

\lunster and Leinster Bank* .. 196 210 12 11 12-14. 16 
C‘ork 

National Bank* . ua a 228T 269+ 12 10-11 11-123 14 
London 

Northern Bank .. - - 151 157 123-103 104 113-123** 14 
Belfast 

Provincial Bank . . a - 73 80 123 10 12 14 
Dublin 

Roval Bank 3 55 ; 51 56 9-5 7 8-12tT 14 
Dublin 

U'Ister Bank a a 183 196 14 18 18 is 
Belfast 

Total .. - . 1,449 


1,594 


* Profits shown before deduction of tax on distributed profits. 

+ Adjusted to allow for sti -nsions and provident funds, which are included 1 ‘neral 

t Adjusted to allow for staff pensions and provident funds, which are included in genera 
expenses before calculation of net profit. 

} Increase to 15 per cent made in 1953, to 16 per cent in 1957. 

S Increase made in 1956. Increase to 13 per cent made 1n 1955, to 14 per cent in 1957. 

* Increase made in 1957. +f Increase to 10 per cent made in 1956, to 12 per cent in 1957, 
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Industrial Credit Company, which finances industrial concerns and assists 
in the issuing and underwriting of their offers of shares in the market. 

The most spectacular changes, however, have been in lending to agri- 
culture. ‘The eradication of bovine tuberculosis has been proceeding slowly 
in recent years; too slowly, in the opinion of many, considering that the 
prevalence of this disease directly menaced the survival of the export trade 
in live cattle to Britain. It was also felt that an expansion of cattle stocks 
Was necessary, which in its turn depended on the retention of breeding 
stock. ‘To assist the achievement of these aims the Irish banks have agreed 
to a scheme proposed by the National Farmers’ Association: they will 
make loans, to the limit of two-thirds of the value of the beast, for the 
purchase of heifers that have been tested by a veterinary surgeon, and also 
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to enable the farmer to replace beasts that have been condemned and to 
add to his herd. Repayments of loans do not begin for two years and 
will be made at the usual rate. The only security required is a certificate 
by a veterinary surgeon indicating that the beast has passed one test. 

This is indeed a new departure; and one that is likely to extend the 
experience of bank staffs considerably. Individual banks have gone still 
farther in meeting the needs of the farmer. ‘The National Bank is providing 
credit schemes for the improvement and expansion of pedigree herds, for 
the erection of silos (to encourage winter-feeding of stock) and, most 
imaginatively of all, for the children of farmers who may now, under suit- 
able advice, borrow up to a maximum of £10 each for the rearing of young 
stock or other purposes connected with the farm. 

The banking system is thus becoming deeply immersed in the fortunes 
of agriculture though, at the date of writing, only the Hibernian Bank has 
decided to appoint an agricultural adviser. ‘This closer connection, despite 
its obvious risks, can hardly fail to do good. Like so much else in Ireland, 
the banking system is ultimately dependent on rural prosperity and efh- 
ciency, and farmers should benefit by a closer acquaintanceship with the 
methods of business. 

The banking year was also marked by an important agreement between 
the Bank of Ireland and the Hibernian Bank, whereby shareholders in the 
Hibernian Bank were offered {1 Bank of Ireland stock for every £4 share 
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({1 paid) in the Hibernian. The offer, which amounted to an amalgama- 
tion of capital, was accepted. It was insisted that, to quote the words of 
the Governor of the Bank of Ireland, “a prime essential of future policy 
will be the retention by each bank of its separate identity so that, in both, 
the existing confidential relationship between banker and customer will be 
strictly maintained’. Nevertheless, the scheme was widely considered to 
possess some implications for the future. It has long been felt that Ireland 
is ‘‘ over-banked ’’ and successive Governments have certainly intimated 
that a reduction in the number of branches, and even of banks, would be 
in the public interest. 


New Clearings Procedure 


[Last autumn, the Central Bank introduced regulations providing for the 
settlement through the Bank of domestic bank clearings and the main- 
tenance of deposits with the Bank for that purpose. Previously, the banks 
had effected these clearings themselves, settlements being made by cheques 
drawn on the Bank of Ireland. Settlements began in November and the 
new procedure appears to be working satisfactorily. ‘The Bulletin of the 
Central Bank for January, 1959, commenting on this change and on the 
schemes for increased industrial and agricultural credit, stated that: 

“These changes amply demonstrate the banks’ readiness to adapt 
themselves to altered circumstances in the interest of the community 
as a Whole. ‘Total resources within the state by way of investments, 
loans and advances both to government and government-sponsored 
bodies, and to private customers, have been increasing beyond the 
extent likely to be achieved by a system of forcible direction on the 
commercial banks’ funds such as obtains in countries where adminis- 
trative regulations are used for this purpose ”’. 
The Bulletin pointed out that bank assets within the Republic rose from 
24 per cent of total bank resources in 1946 to 50 per cent in 1957. Last 
year the proportion fell slightly, because of reduced borrowing by the 
Government, but the trend speaks for itself. 

Fresh attention to domestic investment was stimulated by the publication 
in November of an official white paper setting out a five-year programme 
foreconomic expansion. ‘The Government programme contemplates capital 
expenditure by the state of about £220 millions during the five years ending 
1963-64. The implementation of this will require a considerable increase 
in the volume of saving. A great proportion of investment since the war 
has been in amenity projects such as hospitals, housing, etc. The need for 
such projects, especially to relieve overcrowding in the cities, cannot be 
contested, but it remains true that very little of recent capital expenditure 
has gone to increase productive capacity. The white paper stressed the 
primary importance of agriculture and, in particular, of the improvement of 
stock and of grasslands. This represents a major and welcome re-appraisal 
of economic policy and, given energetic administration and the necessary 
amount of good fortune in regard to weather and cattle diseases, it should 
materially strengthen the economy. 
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AMERICAN REVIEW 








NDUSTRIAL output was still rising 

in January when the Federal Re- 

serve Board’s index of production 
(based on 1947-49) notched another 
point gain to 143. It had then regained 
all but four of the 23-point recession 
marked between the close of 1956 and 
April last. Preliminary indicators last 
month were still encouraging, helped 
by what has been described as an 
“‘avalanche’’ of orders for the steel 
industry. Here, however, the main 
impetus in recent weeks has come from 
fears of a major strike when new wage 
claims are presented. Many consumers 
believe, apparently with some justifica- 
tion, that the Administration’s “‘ tough 
talks ’’ on inflation will find their due 
reflection in the industry’s response to 
the unions. And the unions themselves 
seem no less determined to secure their 
full claims. 

A more sober interpretation of trends 
(especially from the political angle) was 
contained in a Federal Reserve staff 
study submitted to the Congressional 
Economic Committee last month. This 
observed that, while the gross national 
product had regained its pre-recession 
peak, non-farm employment had re- 
gained “less than one-third of the 
recession loss of 2.4 million jobs ’’ and 
that recent gains were largely explained 
by seasonal factors. It noted that in- 
dustry had greatly improved its pro- 
ductivity in some sectors, one notable 
example being motor car manufacturers, 
whose output in December was only 
4 per cent below the 1956 level, al- 
though the labour force in the “ pro- 
duction line ’’ was down by 20 per cent. 
The study also noted that industry was 
becoming generally more successful in 
trimming labour costs, and that the 
earlier strong growth in non-manu- 
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facturing employment had now slowed 
down. Unemployment was described 
as “a cluster of localized problems 
(mainly in the industries making dur- 
able goods) rather a general problem ’’. 

The subsequent report on unemploy- 
ment in January did nothing to assist 
the Administration’s present struggle 
inside and outside Congress for a 
balanced budget in the fiscal year 
1959-60. The rise of 600,000 (to 4.7 
millions) then disclosed was fully ex- 
plained by seasonal factors and was, in 
fact, only one-half as great as the rise 
recorded in the same period a year ago. 
This year, however, will bring a greater 
increase in new entrants to industry 
and unemployment will in all proba- 
bility remain relatively high. 


Growth without Inflation 


Against this background, the Ad- 
ministration’s insistence on fiscal ortho- 
doxy and monetary restraint has been 
more than maintained; it was reasserted 
in still more vigorous terms, particu- 
larly by the President on the occasion 
of Lincoln Day celebrations, with a 
close analogy between the finance of 
1848 and 1959 that could hardly fail 
to rouse heated debate. Mr Eisen- 
hower’s remarks, however, were spelled 
out in more sophisticated terms to 
Congress by Mr William Martin, 
chairman of the Federal Reserve Board, 
who maintained that underlying ‘forces 
are still strong enough to secure further 
growth without the “‘ modest monetary 
inflation ’’ that he believes (as his 
critics do not) would impose really 
damaging pressures on costs and prices. 

There is no doubt, at least, that the 
Federal Reserve Board (for so long 























subservient to ‘Treasury needs) is now 
more than ever firmly in the saddle. 
The tight liquidity position, noted last 
month, has been fully maintained and 
seasonal influences, which then worked 
towards general relaxation (when not 
offset by open-market operations) will 
from now on bring more pressure on 
banking reserves. In the $15,000 mil- 
lions February refunding operations, 
however, the Treasury itself was obliged 
to concede some ground to a still very 
sensitive bond market. Earlier plans 
for an intermediate-term bond issue 
were abandoned in favour of a 3} per 
cent one-year bond and a 4 per cent 


three-year certificate. Even so, it was 
faced with a $2,000 millions bill for 
cash redemptions and was obliged to 
meet this and other cash needs by a 
special offer of $1,500 millions of tax 
anticipation bills. The Treasury thus 
has again made no headway towards its 
goal of lengthening debt maturities. 

It was announced early last month 
that the discussions about a merger 
between the Manufacturers Trust and 
the Bankers Trust—two of America’s 
biggest banks—had been broken off. 
A joint statement said “‘ it has become 
clear that it is unlikely that a mutually 
satisfactory basis can be found ’’. 


American Economic Indicators 


1955 1956 1957 


Production and Business: 


1957 1958 1959 











Dec Nov Dec fan 


*Industrial production (1947-49 = 100) 139 143 noe. tan 368 3 UG 
*Gross private investment (billion $).. 60.6 65.9 64.4 61.3 616 — a 
*New plant and equipment (billion $).. 28.7. = 35.1 37.0 36.2 29.9 — 30.5 
*Construction (billion $) “a .. 44.6 46.1 47.3 48.6 52.5 53.7 54.3 
Housing starts (000 units) .. .. 110.7 93.2 86.8 63.4 102.0 91.0 86.0 
*Business sales (billion $) +“ o< oe 54.8 56.3 54.5 56.2 57.4 — 
*Business stocks (billion $) .. .s ie 89.1 90.7 90.7 85.1 85.2 — 
Merchandise exports (million $) .. 1,296 1,591 1,734 1,639 1,596 1,514 — 
Merchandise imports (million $) .. 949 1,051 1,082 1,141 1,089 — — 


Employment and Wages: 


*Non-farm employment (million) ~~ tae 51.9 52.5 52.0 50.9 50.8 51.0 
Unemployment (000s). . ‘ig .. 2,904 2,822 2,936 3,374 3,833 4,108 4,724 
Unemployment as % labour force .. 4.4 4.2 4.3 5.0 5.6 6.0 7.0 
Hourly earnings (mfg) ($) oe are 1.98 an 2a 2a: ae 6 eee 
Weekly earnings (mfg) ($)  .. .. 76.52 79.99 82.39 82.74 86.58 88.26 87.38 


Prices: 
Moody commodity (1931 =100) 


High 418 442 442 
Low 390 402 382f 922 395 389 382 


Farm products (1947-49 =100) .. 89.6 88.4 90.9 92.6 92.1 90.7 91.5 
Industrial (1947-49=100) _. ». 117.0 112.2 125.6 126.1 126.8 127.2 127.5 
Consumers’ index (1947-49 100) .. 1145 116.2 120.2 121.6 123.9 123.7 — 
Credit and Finance: 

Bank loans (billion $) . .. 82.6 90.3 94.3 94.3 96.0 98.0 97.6 
Bank investments (billion $) . oe 74.8 75.6 75.6 87.6 86.6 87.6 
Bank loans (partial) (billion $) a 31.3 Sane gaa Bh FIA BS 
Consumer credit (billion $) .. ae 42.0 44.8 44.8 43.5 45.1 — 

Treasury bill rate (%).. ne a 2.66 ‘oie > Te ee? ee 
US Govt Bonds rate (%) <a .. 2.84 3.08 3.47 3.30 3.70 3.80 3.91 
Money supply (billion $) 221.0 226.4 232.3 232.3 243.4 245.9 244.4 


Federal cash budget (+ or -) (mill ) -740 +5,524 +1,194-4,435 —7,286 
US Treasury gold stock (mill $) .21,690 21,949 22,781 22,770 20, 609 20, 534 20, 516 


Notes.—Starred items are sili 
adjusted. Latest figures are preliminary 
or estimated. Yearly figures are given for 
private investment and equipment for 
1955-57 and then quarterly figures at annual 
rates. Construction figures show monthly 
averages 1955-57. Business sales and stocks, 
money supply, bank loans and consumer 
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credit show amounts outstanding at the end 
of the period. Moody’s commodity index 
shows high and low 1955-57, and end- 
month levels. Weekly bank loans are derived 
from partial returns only. Budget figures 
are cash totals. Quarterly figures are 
throughout shown in the middle month of 
the quarter. 
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These are the territories served by THE CHARTERED BANK and its wholly- 
owned subsidiary, The Eastern Bank Limited, through a system of one hundred 
branches extending to most centres of commercial importance in the Middle 
East, South and South-East Asia and the Far East. Those branches provide 
complete and up-to-date banking services, sustained by expert knowledge and 
long experience of Eastern trade, finance and industry. In London an effective 
credit information service and skilled assistance and advice are available to 
merchants and manufacturers seeking new business connexions in Asian markets. 


THE CHARTERED BANK 


(Incorporated bv Royal Charter 1853) 


HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 


Branches in the United Kingdom at Manchester and Liverpoo!. Agencies at New York and Hamburg 


THE EASTERN BANK LIMITED 
Head Office: 2 and 3 Crosby Square, London, E.C.3. 
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ARGENTINA 


General Strike— An attempt by 
Peronista trade unionists to bring the 
economic life of the country to a 
standstill at the end of January by a 
general strike was frustrated by the 
Government. All strikes were declared 
illegal and workers in some key in- 
dustries were given mobilization papers. 
By the beginning of February normal 
conditions had been restored. 


German Credits—The Government of 
Western Germany is reported to have 
agreed to guarantee credits granted by 
German manufacturers to back the 
»xport of oil production equipment to 
Argentina up to the value of US $50 
millions. 


AUSTRALIA 


Reserves Drop—The country’s foreign 
exchange reserves fell by £A25 millions 
to £A500 millions in the first half of the 
financial year to June 30 next. 
returns showed a deterioration of £A84 
millions compared with a year earlier, 


‘but there was a favourable balance of 


£A105 millions on capital account, an 
improvement of £A45 millions. The 
fall in the reserves was much smaller 
than had been feared, and it has en- 
encouraged hopes that the Government 
will be able to avoid lowering the import 
ceiling from its present level of £A800 
millions in the year opening on April 1. 
Exchange Relaxation—A number of 
minor relaxations in exchange control 
have been made. In future, imports 
from outside the sterling area can be 
paid for in any currency. 


Reflationary Step—The central bank 
made a further release of £A15 millions 


eg a 


Trade . 


from the special accounts of the trading 
banks in the first week of February, 
reducing the amount so immobilized to 
£A251 millions. The releases are being 
made to give the banks room to play 
their part in sustaining economic activity 
by expanding their loans. 


BRITISH CARIBBEAN 
FEDERATION 


Jamaica Bond Issue—The Jamaican 
Government has arranged an issue of 
$12.5 millions of bonds on the New 
York market, its first issue there. 


Barbados Loan Success—aAn issue of 
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Skandinaviska Banken, Gothenburg 
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£2.6 millions of Barbados 6 per cent 
1971-73 stock in London early in 
February attracted applications totalling 
£52 millions. 


CANADA 


Government Expenditure — Budget 
estimates for the year to March 31, 
1960, indicate that the Government is 
planning to spend some $200 millions 
more than in the current year. However, 
increased Government spending shows 
no signs of speeding economic recovery. 
Easier Gold Hoarding—The Toronto 
Stock Exchange has made provision for 
the listing of trading in gold bullion. 
For the time being, trading is limited to 
Canadian kilo bars. ‘The decision is 
believed to have been prompted by the 
Exchange’s desire to enable Americans 
to build up gold hoards in Canada. 

Export Finance Plea—aA petition has 
been sent to Parliament by a group of 
businessmen asking for the incorpora- 
tion of a publicly-financed company to 
operate in the field of export-import 
financing. The new company—to be 
called the Export Finance Corporation 
of Canada—would have an authorized 
capital of $50 millions and would en- 
gage in all types of export financing. 


CENTRAL AFRICAN 
FEDERATION 


New Discount House—A further move 
has been taken towards creating a 
domestic short-term money market— 
the formation of the Discount House of 
Rhodesia. ‘The new company is in- 
tended to serve Rhodesian financial 
institutions, which at present find diffi- 
culty in obtaining an adequate return 
on short-term funds that must be kept 
in the country. The authorized capital 
of the new company will be £100,000, 
of which the London discount house of 
Gillett Brothers will subscribe a fifth. 
The balance will be subscribed by a 
number of leading Rhodesian investment 
companies and British and South African 
insurance companies operating in Rho- 
desia. Gillett Brothers will appoint a 
director and assist in training personnel. 


CHILE 


Peso Devalued—The Government has 
sanctioned another devaluation of the 
peso, the rate of exchange being cut 
from 1,006 to 1,051 pesos to the US 
dollar. The Exchange Control Board 


has given banks permission to transact 
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foreign exchange business without seek- 
ing its consent for each transaction. 


CHINA 


Russian Aid—Mr Chou-en-lai, the 
Chinese Premier, has concluded an 
agreement with the Soviet Government ° 
under which Russia will furnish China 
with technical assistance to the value of 
5,000 million roubles (approximately 
£450 millions at the official rate of ex- 
change) over the next eight years. This 
is said to be approximately equal to the 
financial assistance China has been given 
by Russia since the aid programme was 
inaugurated in 1950. 


COSTA RICA 


World Bank Loan—The World Bank 
has approved a loan of $3.5 millions to 
the country to help finance the develop- 
ment of agriculture and light industry. 
Eight US private banks are participating 
in the loan without the World Bank’s 
guarantee for a total of $1.5 millions. 
The advance is for six years and bears 
interest at 5? per cent. Amortization is 
due to start in 1960. 


CUBA 


Import Licensing—The new govern- 
ment has introduced import licensing 
for a wide range of goods, including 
motor vehicles. Payments for imports 
must be effected by letter of credit sub- 
ject to the prior granting of an import 
licence. 


DENMARK 


World Bank Loan—The Government 
has obtained a loan of $20 millions from 
the World Bank. An additional $20 
millions has been raised through a public 
offering of stock, backed by a group of 
American investment bankers, on the 
New York market. ‘The World Bank 
loan is for 20 years and bears interest 
at 53 per cent. It will be repayable by 
semi-annual instalments beginning in 
1962. The New York issue was of 
54 per cent. 15-year stock at 974 per 
$100 nominal. The proceeds of both 
loans will go towards financing public 
development projects. 


FINLAND 


London Credits—Hambros Bank, the 
London merchant bank, has agreed— 
subject to the approval of the Export 











Credits Guarantee Department for each 
transaction—to arrange the financing of 
credits to Finnish importers of British 
capital goods. The amount involved for 
the present will be roughly £3 millions. 


FRANCE 


Capital Influx— The Ministry of 
Finance estimated at the beginning of 
February that there had been a capital 
influx of some $400 millions since the 
franc was devalued at the end of De- 
cember. ‘This consisted of the return 
of funds that went abroad during the 
months immediately preceding devalua- 
tion, capital previously illegally held 
abroad and repatriated as a result of the 
amnesty granted to Frenchmen who have 
broken the law in this way; and the 
transfer to France of dollars, marks and 
other currencies for the purchase of 
foreign stocks on the Paris Bourse. 


Speculation Profits—Banks and finance 
houses that speculated on devaluation 
of the franc in the closing months of 
1958 have been ordered to hand over 
the profits they made to the Exchange 
Equalization Fund. 


Bank Rate Cut—Official satisfaction 
with the outcome of the ‘* economic 
revolution ” has manifested itself in a 
further relaxation of the tight money 
policy. Bank rate was reduced from 44 
to 4} per cent on February 5. 


GERMANY 


Capital Exports—The Bundesbank has 
estimated that exports of private capital 
totalled Dm 1,100 millions in 1958 and 
that Dm 1,263 millions of public capital 
went abroad. In 1957 capital imports 
were Dm 130 millions more than exports, 


New Discount House—A private com- 


pany—the Privatdiskont AG—which is 
reported to have the backing of com- 
mercial banks, started doing private dis- 
count business in February, mainly in 
prime paper arising from import and 
transit trade financing. It has a capital 
of Dm 5 millions, of which a quarter 
is paid up. 


People’s Shares—The Minister of 
Federal Property, Dr Hermann Lind- 
rath, announced the first issue of people’s 
shares in February. ‘The issue, for an 
amount of Dm 27 millions, is being made 
by a mining company hitherto in State 
ownership. Only German residents with 
limited incomes can subscribe. 


t 


GERMANY (EASTERN) 


Trade Agreement—The Federation of 
British Industries has concluded an 
arrangement with the East German 
Chamber of Commerce for Foreign 
Trade which is expected to double trade 
between Britain and East Germany in 
1959 to £7 millions in each direction. 


GHANA 


Payments Surplus— There was a 
marked improvement in the country’s 
payments position last year. Provisional 
figures point to a surplus of £11 millions, 
compared with a deficit of £144 millions 
in 1957. Exports were some £10 mil- 
lions higher at £101 millions, whereas 
imports showed a drop of nearly 20 per 
cent. to £80 millions. 


Development Plan—Dr Nkrumah, the 
Prime Minister, has announced a £240 
millions development programme. The 
funds to finance it will be found from 
the country’s own resources. 


GUATEMALA 


US Loan—The US Development Fund 
has granted a US $5 millions loan to 
Guatemala to help finance a _ rubber- 
producing scheme. 


INDIA 


Search for Loans—The Commissioner- 
General for Economic Affairs, Mr B. K. 
Nehru, began a tour of foreign countries 
last month to examine ways of raising 
the $700 millions needed to cover the 
estimated foreign exchange deficit in the 
last two years of India’s current Five- 
Year Plan. 


IFC Investment—The International 
Finance Corporation has agreed to 
invest $1.5 millions in Republic Forge, 
a new private company established near 
Hyderabad. The money is to be used 
to help finance a steel forging plant. 


US Loan—The Finance Minister has 
stated that a third of the $100 millions 
India is being granted by the US De- 
velopment Loan Fund will be earmarked 
for the private sector. ‘The loan bears 
interest at 5? per cent and is repayable 
in twenty half-yearly instalments starting 
in 1960. 


INDONESIA 


Nationalization — The Minister of 
Agriculture has declared that the 
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Government will nationalize all former 
Dutch estates in Indonesia. Compensa- 
tion will be paid. 


IRAQ 


Russian Technical Aid—Russia has 
agreed, in principle, to provide Iraq 
with technical and economic assistance. 
Iraqis will be trained in Russian tech- 
nical institutes and industrial concerns. 
An Iraqi delegation will go to Moscow 
shortly for further talks aimed at reach- 
ing a specific agreement. 


JAPAN 


Yen Convertibility—The Governor of 
the Bank of Japan has pointed out that 
the establishment of the major western 
European currencies on a formally con- 
vertible basis has made it desirable for 
Japan to proceed towards the goal of 
full convertibility for the yen “ slowly 
and steadily ’. Japanese official circles 
evidently fear that the rise in the status 
of western European currencies will 
encourage other nations to strengthen 
their trade ties with that part of the 
world, thus intensifying Japan’s export 
problem. 


Gold Purchase—The Government has 
taken a first step towards building up a 
gold backing for the note issue. Some 
$50 millions of gold was purchased 
from the US against dollars early in 
February, bringing the gold element in 
a total gold and foreign exchange re- 
serve of $870 millions up to $73 mil- 
lions. 


MALAYA 


New Prime Minister—The first Prime 
Minister of the Federation, 


ary to enable him temporarily to devote 
all his time to the affairs of the United 
Malay party. He was succeeded by 
Dato Abdul Hussein, Deputy Prime 
Minister and Defence Minister. 


Increased Trade Gap—There was an 
overseas trade deficit of M$368 millions 
in 1958, M$129 millions more than in 
1957. Exports were down by 10 per 
cent, due chiefly to the fall in rubber 
prices and export restrictions on tin, 
while imports were 7 per cent lower. 


MEXICO 


Cotton Price Cut—The Government 
has announced a cut in the ad valorem 


LC TAA EO A 


Tunku, 
Abdul Rahman, resigned early in Febru- © 


duty on cotton fibre exports from the 
beginning of July. Growers in many 
parts of the country are experiencing 
serious financial difficulties owing to the 
combined effect of unfavourable weather 
and the rise in production costs. 


NORWAY 


Cautious Steps—An official statement 
explains that the country’s credit policy 
must continue to be cautious during the 
coming year in view of the continued 
upward pressure on prices and the ex- 
pected large deficit in the balance of 
payments. Consequently, there would 
be room only for a moderate expansion 
in credit. It is intended to keep liquidity 
in the banking system at about the same 
level as in 1958, but no absolute ceiling 
is being fixed for bank advances. 


Fighting Inflation—The Government 
has taken a number of steps to arrest the 
rise in prices in the hope of preventing 
the cost-of-living index passing the point 
—166—at which large groups of workers 
are automatically. entitled to wage ad- 
vances. The measures include increases 
in subsidies and requests to agricultural 
organizations to make voluntary reduc- 
tions in prices. Trade unions are asked 
to hold back wage claims until the June 
index figure is published, since it is 
thought that the measures will not be 
fully effective until then. 


PAKISTAN 


Report’s Findings—Dr Vocke, former 
governor of the West German central 
bank, has prepared a lengthy report on 
the country’s finances. It advocates 
measures to check inflation, changes in 
banking controls, tax concessions to en- 
courage exports and general relaxation 
of controls. 


SOUTH AFRICA 


Increased Gold Sales—Trade results 
for 1958 show that imports increased 
by £6 millions from 1957 levels to £556 
millions. Merchandise exports dropped 
by £67 millions to £385 millions, but 
sales of gold abroad rose by £7 millions 
to £222 millions. Taking the three 
items together, the figures showed a 
deterioration of £66 millions on the pre- 
vious year. 

Swiss Capital Borrowing — ‘The 
Electricity Supply Commission of South 
Africa made an issue of SwFr 50 mil- 
lions of 5 per cent stock redeemable 
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Thev’ve got a lot of apples and pears in New Zealand. In 
one year, 56,007,000 Ibs. of apples and 1,382,000 Ibs. of pears 
were exported. So you can see that in New Zealand the Fruit 
Grower is a national figure of national importance. And it is 
only natural that when he needs the services of a Bank he should 
turn to us. For we are national too, with more than 150 branches 
and agencies in the North and South Islands, and with a fund of 
banking knowledge and experience that is available not only 
to those who live and work in New Zealand but to those who 
travel there as well. If you are thinking of visiting New 
Zealand, of trading with New Zealand, or if you want to know 
anything at all about New Zealand — then surely it is logical 
to contact New Zealand’s National Bank —the National Bank 
of New Zealand. 


THE NATIONAL BANK 
OF NEW ZEALAND LIMITED 


Head Office: 8 Moorgate, London, E.C.2. (MONarch 8311) 
West End Branch: 14 Charles II Street, London, S.W.1. (TRAfalgar 6791) 


























in 15 years on the Swiss market at the 
end of January. 


SPAIN 


Devaluation Denied—Persistent ru- 
mours that the peseta would be devalued 
shortly were denied by the Minister of 
Commerce, Sefior Ullastres, at the end 
of January. He repeated that the Govern- 
ment was trying to adopt measures to 
keep the internal and external value of 
the peseta at its present level. 


IMF Study—An International Monetary 
Fund mission arrived in Spain in the 
middle of February to complete a report 
on the country’s economy. 


SWEDEN 


New Credit Source—Fourteen of the 
country’s leading commercial banks are 
co-operating in the formation of a new 
credit institution — AB Foretagsfinans— 
which will provide small and medium- 
sized concerns needing development 
finance with long-term funds. It will 


have an initial capital of Kr5 millions, 
which will be supplemented by market 
borrowings up to Kr 40 millions. 


U.S.S.R. 


West German Trade—A trade agree- 
ment concluded with Western Germany 
provides for an exchange of goods of 
the value of £44 millions in each direc- 
tion during 1959, a drop of £15 millions 
on the figure fixed by the 1958 pact. 


YUGOSLAVIA 


UK Loan—The terms of the agreement 
under which Britain is to make a loan 
of £3 millions to Yugoslavia to purchase 
capital and semi-capital goods in Britain 
have been published. Repayment will 
.be spread over ten years starting in 1964. 


US Loan—America has agreed to grant 
Yugoslavia a further loan of $5 millions 
for financing improvements in the railway 
system. This will bring total American 
aid to the country in the current US 
fiscal year to $154 millions. 





APPOINTMENTS AND RETIREMENTS 


Bank of England—Mr D. W. C. Allen to 
be an adviser; Mr J. V. Bailey to be a 
deputy chief cashier in succession to Mr 
Allen. 

Bankers’ Clearing House—Mr E. A. 
Young, from Messrs Glyn, Mills & Co, to 
be deputy inspector on retirement of Mr 
C. W. Sudbury. 

Barclays Bank—Mr J. L. Northcott, on 
retirement from the office of general 
manager, will become a local director of 
the Windsor Dist. Trustee Dept, Norwich: 
Mr T. J. Tillett to be manager in succession 
to the late Mr D. R. Bruce. London, Bowes 
Rd: Mr H. J. Williams, from Goswell Rd, 
to be manager. Bagshot: Mr L. G. Owen, 
from Odiham, to be manager. Bristol, Corn 
St: Mr D. F. Shewring, from St Albans and 
London Colney Branches, to be manager on 
retirement of Mr E. W. Smith. Eastcote: 
Mr G. R. Davies to be manager on retire- 
ment of Mr W. E. Batten. Farnborough, 
Hants: Mr R. K. Kemp, from Bagshot, to 
be manager. Goodmayes: Mr M. W. Gard- 
ner, from The Broadway, Woodford Green, 
to be manager. Hayling Island: Mr A. B. 
Bishop, from Fareham, to be manager on 
retirement of Mr R. Richardson. London 
Airport: Mr T. R. Russell, from Moorgate, 
to be manager on retirement of Mr G. A. D. 


‘from George St, 


Bourne. Mansfield: Mr H. Robinson, from 
Fitzalan Sq, Sheffield, to be manager on 
retirement of Mr E. A. North. Mountain 
Ash: Mr J. H. Davies, from Caerphilly, to 
be manager on retirement of Mr H. A. Hall. 
Odiham: Mr S. P. Hanks, from Farnborough, 
Hants, to be manager. St Albans and 
London Colney Branches: Mr T. B. Barrett, 
Luton, to be manager. 
British Linen Bank—Edinburgh, Tollcross: 
Mr A. L. Waugh to be manager in suc- 
cession to the late Mr D. S. Dods. 
Clydesdale & North of Scotland Bank— 
Aberdeen, West End and 232 Union St: Mr 
W. R. Robertson and Mr G. Riach to be 
joint managers. Glasgow, Cathcart and 
Aikenhead Rd: Mr A. Dick, from head 
office, to be manager on retirement of Mr 
J. Skinner. 

Committee of London Clearing Bankers 
—Mr M. C. Swift, of the staff of the Bank 
of England, to be joint assistant secretary. 
Lloyds Bank—Head Office—Advance Dept: 
Mr G. C. Evans, from Law Courts, to be 
an assistant controller; Chief Inspector's 
Dept: Mr A. T. Hall and Mr K. H. Strong 
to be inspectors. Barking: Mr V. F. J. 
Quested, from Southwark, to be manager 
on retirement of Mr H. W. Oscroft. Bas- 
ingstoke: Mr R. I. H. S. Beamont to be 
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manager. Billericay: Mr C. E. Spare to be 
manager. Birmingham, Gravelly Hill: Mr 
C. V. H. Millet, from Reading, to be 
marazer on retirement of Mr G. H. Mot- 
tram. Brackley: Mr P. C. Pinton, from 
Bath St, Leamington Spa, to be manager. 
Crediton: Mr W. H. A. Shore, from Tavi- 
stock, to be manager on retirement of Mr 
A. Bourne. Leeds, Harehill: Mr A. H. 
Smith to be manager. Letchworth: Mr M. P. 
Saunders to be manager. Lichfield: Mr J. H. 
Trewin, from Upton-on-Severn, to be 
manager on retirement of Mr A. E. F. 
Olden. Luton: Mr E. A. Styles, from 
Basingstoke, to be manager. Moreton and 
Wallasey: Mr W. A. Llewellin to be manager. 
Orpington: Mr N. J. Humby, from Southall, 
to be manager on retirement of Mr S. M. 
Walker. Ottery St Mary: Mr T. R. Biggart, 
from Bideford, to be manager. Plymouth: 
Mr H. A. Sharpe, from Luton, to be 
manager on retirement of Mr W. E. K. 
Bryant. Southail: Mr M. S. McDonald, 
from Notting Hill Gate, to be manager. 
Street: Mr H. J. D. Frith, from Ottery 
St Mary, to be manager on retirement of 
Mr V. R. Skinner. Sturminster Nevton: 
Mr A. S. Lord, from Stroud, to be manager 
on retirement of Mr R. G. H. Truckle. 
Upton-on-Severn: Mr M. J. Bowerman, 
from Highworth, to be manager. Watton: 
Mr C. F. Bond, from Prince of Wales Rd, 
Norwich, to be manager on retirement of 
Mr G. S. Page. 


Martins Bank—Sir Hereward Clare Lees 
has been elected to a seat on the Manchester 
Dist Board on retirement of Sir John H. 
Grey. Head Office, Trustee Dept: Mr G. S. 
Cottier, from Colwyn Bay, to be an assistant 
manager. Barnoldswick: Mr D. Mellin, 
from Nelson, to be manager. Colzyn Bay: 
Mr W. J. M. Scott, from Great Crosby, to 
be manager. Midland Dist Office: Mr H. 
Taylor, from Newcastle upon Tyne, and 
Mr J. B. Cullen, from Liverpool Dist 
Office, to be inspectors. Spennymoor: Mr 
F. Bates, from 338 High St, Gateshead, to 


be manager. 


Midland Bank—Head Office: Mr S. J. 


Allen, from Kirkgate, Bradford, to be a 


superintendent of branches in succession to 
Mr W. C. Woodman. London, Kentish 
Town: Mr D. Dick, from York Rd, to be 
manager in succession to Mr B. H. James. 
Birmingham, Sparkbrook: Mr P. Starkey, 
from West Bromwich, to be manager in 
succession to Mr R. Western. Brentford: 
Mr R. G. Clark to be manager in succession 
to Mr E. E. Aires. Bristol, Avonmouth: Mr 
J. H. Ash to be manager in succession to 
Mr C. M. Roberts. Henley-on-Thames: Mr 
G. E. Holtom to be manager on retirement 
of Mr R. Jackson. Huddersfield, Market 
Place: Mr W. C. Woodman to be manager 
on retirement of Mr W. Beevers. Leeds, 
Stanningley: Mr R. Western, from Spark- 
brook, Birmingham, to be manager on 
retirement of Mr D. Hobson. Liangollen: 
Mr H. C. Rowlands to be manager on 


retirement of Mr G. S. Williams. Rick- 
mansworth: Mr G. W. C. Slater to be manager 
of this new branch. Southampton—Avenue 
Branch: Mr F. W. Grinstead, from Shirley, 
to be manager on retirement of Mr M. 
Doig; Shirlev: Mr B. L. Kerwood, from 
Hastings, to be manager in succession to 
Mr F. W. Grinstead. 

Midland Bank Executor & Trustee Co 
Ltd—Portsmouth: Mr L. B. Goodin to be 
manager of this new branch. 


National Provincial Bank — London — 
Cromwell Rd: Mr A. J. Burnley, from 
Dagenham, to be manager on retirement of 
Mr H. C. Buswell; Lower Clapton Rd: Mr 
R. Donald to be manager. Basingstoke: Mr 
C. W. J. Whitlock, from Winchester, to be 
manager on retirement of Mr H. S. Minns. 
Blackpool: Mr G. L. Walton, from Bourne- 
mouth, to be manager on retirement of Mr 
J. M. Landless; South Shore: Mr J. H. H 
Morris to be manager. Bournemouth, Can- 
ford Cliffs: Mr L. M. Tozer to be manager. 
Budleigh Salterton: Mr C. A. Morris, from 
Bournemouth, to be manager. Chelmsford: 
Mr G. Townend, from Otley, to be manager 
on retirement of Mr G. T. H. Richards. 
Dagenham: Mr G. M. Pitt to be manager. 
Deal: Mr E. L. Hartley, from Budleigh 
Salterton, to be manager. Exeter: Mr F. L. 
Johns, from Deal, to be manager on retire- 
ment of Mr W. A. Slee. Hayling Island: 
Mr N. V. Williams to be manager.  Liver- 
pool, Victoria St: Mr 'T. O. Gregory to be 
manager on retirement of Mr L. L. Wynne. 


Royal Bank of Scotland—Largs and 
Fairlie: Mr A. Beaton to be manager on 
retirement of Mr D. McLachlan. 
Westminster Bank—Head Office: Mr 
D. M. N. Greensmith and Mr D. Loader 
to be controllers’ assistants. London— 
Acton Vale: Mr N. F. Rice, from Morning- 
ton Cres, to be manager; Bow: Mr G. E. G. 
Kay, from St Mary Axe, to be manager on 
retirement of Mr N. A. Mann; Golders 
Green: Mr C. N. Mullins, from Palmers 
Green, to be manager on retirement of Mr 
J. Huggins. Cockermouth: Mr W. Baty, 
from Penrith, to be manager on retirement 
of Mr A. J. Nicholson. Corby: Mr F. W. 
Banks to be manager. Cressington: Mr E. A. 
Tomlinson, from Rhyl, to be manager. 
Crewe: Mr G. W. Wilding, from Hunslet, 
to be manager. Dudley: Mr D. W. Caine, 
from Crewe, to be manager on retirement 
of Mr T. J. H. Fryer. Farnham: Mr D. L. 
Fenton, from Aldershot, to be manager in 
succession to the late Mr E. J. Jeffries. 
Hunslet: Mr F. Watson, from Bradford, to 
be manager. Manchester, Corn Exchange: 
Mr C. P. Law, from Whitehaven, to be 
manager on retirement of Mr C. Smith. 
New Milton: Mr F. W. Iden, from Southsea, 
to be manager on retirement of Mr F. J. 
Revill. Spring Grove and Isleworth: Mr 
A. S. Gaster, from Brentford Market, to be 
manager on retirement of Mr S. A. Beck. 
Whitehaven: Mr J. Dickinson, from Cress- 
ington, to be manager. 
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Averages 


of Months: 


1951: 


1957: 
1958: 


1959: 


Oct 


Nov .. 


Dec .. 


Jan . 
Feb .. 
Mar .. 
April .. 
May .. 
June .. 
July .. 
Aug .. 
Sept .. 
Oct .. 
Nov .. 
Dec .. 


Jan 


Net 


Deposits 


{mn 
1,759 
1,727 
1,628 
1,618 
1,610 
1,615 
1,661 
1,711 
1,745 
1,751 


1,715 
1,748 
1,909 
1,834 
1,951 
2,088 
2,160 
2,225 
2,218 


2,181 
2,419 
2,863 
3,159 
3,554 
4,022 
4,551 


4,932 
5,463 
5,713 
5,772 
5,811 
5,931 
5,856 
6,024 
6,239 
6,184 
6,012 
6,138 
6,330 


5,981 
5,973 


6,516 


. ~ 6,392 


6,131 
6,087 
6,152 
6,119 
6,325 
6,368 
6,313 
6,376 
6,441 
6,495 
6,761 


6,615 








Liquid Assets 
oO 


{mn 
680 
658 
581 
545 
539 
532 
553 
584 
568 
596 
560 
611 
668 
576 
623 
692 
713 
683 
672 


648 
785 
676 
712 
723 
788 
886 


1,280 
1,646 
1,703 
1,920 
2,345 
2,308 
2,097 
2,201 
2,190 
2,098 
2,218 
2,256 
2,256 


2,423 
1,981 


2,664 


2,563 
2,254 
2,160 
2,136 
2,079 
2,191 
2,257 
2,199 
2,222 
2,242 
2,287 
2,495 


2,421 


34. 


NUNPROOBRE OCHO WOM 


9 


TDRs 


{mn 


Beecec he ee Reec reece 


73 
495 
642 

1,002 
1,387 
1,811 


1,492 


Cel 
No Oh W 
WOOO 
~]O WwW hb CO 


— 
PSS rliiti 


74334340249 


* Ten clearing banks for 1921-35, thereafter eleven. 
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BANKING STATISTICS 


Banking Trends since World War I* 


Investments 
{mn cet 
391 22 
356 21 
341 20 
286 17 
265 16 
254 15 
254 14 
257 14 
258 14 
301 17 
348 19 
537 28 
560 30 
615 31 
614 29 
643 29 
652 29 
637 28 
608 27 
666 27 
894 30 

1,069 33 
1,147 31 
1,165 28 
1,156 25 
1,345 26 
1,474 26 
1,479 25 
1,505 25 
1,505 25 
1,624 26 
1,983 33 
2,163 35 
2,321 36 
2,149 33 
1,978 32 
2,008 31 
2,149 32 
1,555 25.1 
2,033 32.9 
2,049 29.6 
2,080 31.0 
2,084 32.6 
2,094 32.9 
2,136 33.1 
2,163 33.7 
2,181 32.7 
2,193 32.9 
2,199 33.4 
2,203 33.1 
2,193 32.5 
2,152 31.7 
2,102 29.2 
2,021 29.2 





Advances 
{mn Zot 
$33 46 
750 42 
761 46 
808 49 
856 52 
892 54 
928 54 
948 54 
991 55 
963 54 
919 52 
844 47 
759 39 
753 40 
769 38 
839 39 
865 39 
954 42 
976 40 
991 44 
955 38 
858 29 
797 24 
747 20 
750 18 
768 16 
888 17 
1,107 20 
1,320 22 
1,440 24 
1,603 27 
1,822 30 
1,838 30 
1,731 28 
1,804 28 
2,019 31 
1,897 30 
1,952 30 
2,007 30 
1,897 30.6 
1,925 31.1 
1,881 27.1 
1,859 37.7 
1,880 29.4 
1,917 30.1 
1,964 30.4 
1,962 30.6 
2,030 30.4 
1,997 29.9 
1,993 30.3 
2,027 30.5 
2,082 30.9 
2,132 31.4 
2,245 31.2 
2,259 32.6 


+ Ratios to gross deposits. 











LL TT ares 


Trend of “ Risk ’’ Assets 


(£ millions) 



































Jan 21,1959 | ,- CHANGE IN —~ 
“of | Yearto Monthly Periods 
Gross | Jan 1958 1959 
Deposits! 1959 Oct Nov Dec Jan 
Investments: | 
Barclays “a « gee. et 4464 — -25.3 + 5.2 + 0.1 
Lloyds a so) Zoe ae FP ae —- 3.4 -14.6 -32.3 ~— 0.1 
Midland sd .. 442.8 294 | -108 + 02 = —— — 34.3 
National Provincial .. 207.5 24.8 —~19 6 -10.3 - 0.1 - 8.4 -13.1 
Westminster . . ee 2a —-19.1 + 0.6 -— - 9.8 -25.4 
District v - 69.0 28.5 ak oe - -—— - 0.1 - 6.0 
Martins a ae 6 Te - 2.5 - 0.5 a - 0.2 - 2.9 
Eleven Clearing 
Banks ..2,021.0 29.2 | -61.5 - 9.7 -41.8 -49.0 -81.5 
Advances: | 
Barclays es vo) See HES -$1.4 +11.2 +14.4 +25.4 1.0 
Lloyds te . 8 22 +94.9 +23.6 +13.4 +18.5 -+-13.5 
Midland di -. 446.1 . 31.0 - 49.6 + 6.8 + 2.5 +31.0 - 7.0 
Natienal Provincial .. 290.4 34.7 + 52.0 +12.4 + 6.9 - 0.2 3.0 
Westminster . . ~« wee 66S +58.6 +11.8 + 5.6 +22.2 - 0.8 
Cee. as an Oe. A 1 2.2 -1.1 + 7.4 + 0.3 
Martins * .. 110.0 34.0 | +19.5 + O.4 + 5.7 + 2.2 2.1 
Eleven Clearing 
Banks .. 2,259.1 32.6 | +414.6 55.5 50.4 +113.0 14.0 
Trend of Bank Liquidity* 
1956 1957 1958 1959 
Mar Dec Mar Nov Dec Jan Mar Oct Nov Dec Jan 
vA Yo 7 Yo Yo Yo 70 70 70 Zo Yo 
Barclays -s ee Bs B.S 2.7 Fe.t 31:3 Mas Rew we eee ee 
Lloyds -- 8% BA. Bt FS B.D 3.8. 2.7 ae. ee ee eee 
Midland . 2.8 44:3 0.1 6.6 D.0 3.5 33.9 3.06 33.4 35:3 2 
National Prov 31.3 37.2 31.1 36.0 39.5 39.0 34.0 31.7 32.8 36.0 36.9 
Westminster... 33.1 37.6 34.3 38.8 39.0 37.9 35.4 33.1 32.5 33.2 35.2 
District os Fee Bent FO. RS FS Bid B.2 Mis Rae sea. Seu 
Martins .. 33.3 42.1 36.7 38.4 41.0 39.2 35.9 36.1 35.7 36.2 34.3 
All Clearing 
Banks .. 33.1 37.4 32.6 36.9 38.4 37.8 33.9 33.2 33.7 34.6 34.9 
* Cash, call money and bills shown’as percentage of gross deposits. 
Money and Bill Rates 
Mondays: Feb 17, Dec 15, Jan 19, Jan 26, Feb2, Feb9, Feb 16, 
1958 1958 1959 1959 1959 1959 1959 
per cent 
Bank rate .. - i 7 4 4 4 + 4 4 
Treasury bills: 
Average allotment rate* 6 34 34 34 3} 3 3 
Market’s dealing rate, 

3 months = i, 3 +s 3h 345 3 4 2 2 ie 
Bankers’ deposit rate 5 2 2 2 2 2 2 
Short money: 

Clearing banks’ minimum 5} 23 23 23 23 2% 23 
Floating money .. .. 54-6 24-3 24-34 2234 23-34 24-34 2-3 

* Preceding Friday. t+ Lowered to 6% on 20.3.58, to 54% on 22.5.58, 
t Lowered to 4% on 20.11.58. to 5% on 19.6.58, and to 44% on 14.8.58. 
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THE EXCHEQUER FINANCES 


(£ millions) 


I—The Budget 
Expected Gain or 
Original gain or April 1, loss* on 
budget loss* on 1958, to corresponding 
estimates, 1957-58 Feb 14, period of 
1958-59 out-turn 1959 1957-58 
Total Inland Revenue 2,970 +115 2,398.4 +130.2 
Customs and Excise .. 2,189 + 39 1,955.1 + 35.3 
Other revenue ; 280 - 58 254.1 — 63.5 
Total ordinary revenue ; 5,439 + 96 4,607 .6 +101.9 
Debt interest (including sinking fund) 733 — 33 619.3 + 2.5 
Other consolidated fund i? 83 - 1 71.7 i oe 
Supply expenditure .. 4,259 —121 3,587.3 —115.7 
Total ordinary expenditure 5,076 - 155 4,278.3 —-116.9 
Above line surplus or deficit +364 - 59 +-329.3 —- 15.0 
Net deficit below line — 600 + 35 ~ 547.9 + 21.1 
of which 
local loans (net lending shown 
minus) .. oe - 13 - 32 tL 435.2 —- 89.7 
loans to state industries, net —478 - 49 — 519.1 — 143.9 
Total deficit . ; — 236 —- 24 — 218.6 + 6.2 





* Plus indicates increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
Ii—National Savings 
({£mns: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 
(net) (net) roe (net) (net) Maturity vested* 
1952-53 .. +22.8 -10.7 -131.6 — -119.5 88.3 -45.5 6,020.9 
1953-54 .. +19.0 + 0.3 -79.3 a - 60.0 88.6 -38.4 6,008.7 
1954-55 .. +46.0 +51.1 — 35.4 —- + 61.7 88.8  -—28.8 6,126.2 
1955-56 .. +19.7 +21.5 - 80.4 = - 39.2 82.7 -50.8 6,123.6 
1956-57 .. +72.0 + 3.2 -20.6 +65.0 +119.5 35.5 —-38.9 6,124.0 
ae - +73.1 + 1.2 - 2.4 +58.3 +108.5 35.3 -38.4 6,240.0 
1957-5 , 
April-Dec -14.1 -10.3 -60.0 +55.1 - 29.3 31.5 -16.3 6,240.0 
January .. — 1.5 - 3.1 +1.1 +98 + 6.2 3.6 - 0.5 6,249.0 
1958-59 
April-Dec +100.3 +77.7 -78.5 +49.1 +148.5 39.1 - 8.9 6,447.0 
January +16.1 +16.8 +8.5 +9.1 + 530.5 5.9 - 0.3 6,502.0 


* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 


I1I—Floating Debt 


(£ millions) 





Change in three 





Beginning of April* | Feb months to 
14, Feb 14, Feb 15, 
1956 1957 1958 | 1959 1959 1958 


Ways and Means Advances: 








Bank of England ' — ~- —- | — — + 1.3 
Public Departments 277.7 289 .3 239.6 | 252.2 + 57.8 —- 25.4 

lreasury Bills: 
Tender 3,240.0 2,860.0 3,120.0 | 3,140.0 -230.0 -140.0 
Tap 1,561.2 1,306.4 1,499.4 | 1,874.2 +219.0 -785.7 
5,078.9 4,455.7 4,859.0 | 5,266.4 + 46.8 -949.8 











* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 
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Sterling-Dollar Exchange Rates 





Feb 21, Dec19, Jan23, Jan30, Feb6, Feb13, Feb 20, 
1958 1958 1959 1959 1959 1959 1959 
Official Market 
Spot .. . 2.813 2.804 2.80% 2.804% 2.81% 2.814 2.8033 
3 months re pm ire pm jicpm #cepm 4cpm isc pm le pm 
Transferable* 2.794 796 ~-- — — — — 
Security* 2.77% : 793 2.804 2.8043 2.802 2.803 2.803 


Years and 
Quarters 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1957: 
I 


II 
III 
IV 
1958: 
I 

II 


iil 


Oct 
Nov 
Dec. 


IV 
1959: 


Jan 


1946-50 
1947-49 
1948 
1956 


1957 


* New York market quotations. 





Britain’s Gold and Dollar Reserves 
(Millions of US dollars) 


Net Gold and Dollar 


Official Private 


























Surplus (+-) or Deficit (-) Financed by Reserves 
at End 
Net Special 
With With Surplus Ameri- Payments Change Period 
EPUt Other or can and in 
Areas Deficit Aid Credits Reserves 
= —-- - 908 ao +1123 “ 2696 
— — - 1431 ao +3513 ~ 618 2079 
—- —- -1710 682 + 737 - 223 1856 
~ = --- — 1532 1196 + 116 - 168 1688 
+ 14 +791 + $805 762 + 45 +1612 3300 
-—112 — 876 — 988 199 — 176 965 2335 
— 276 — 460 — 736 428 - 181 — 489 1846 
+113 +433 + 546 307 — 181 + 672 2518 
+ 85 +395 + 480 152 — 388 + 244 2762 
— 169 - 406 — 575 114 —- 181 — 642 2120 
-211 — 415 — 626 66 + 573 + 13 2133 
— 276 —114 — 390 26 + 504 -+- 140 2273 
- 81 +1086 -+- 1005 6 + 161 + 796 3069 
+ 20 — 84 - 64 13 + 127 + 76 2209 
+- 12 - 21 - 9 4 + 177 + 172 2381 
— 193 — 326 - 519 9 - 21 - 531 1850 
—115 - 288 + 173 -—— + 250 - 423 2273 
}+- 103 4-393 + 496 1 -- + 497 2770 
- 11 -318 + 307 5 6 + 306 3076 
~ 109 +-174 + 65 = - 21 +. 44 3120 
— 28 + 82 + 54 — -— + 54 3174 
— 24 + 65 + 41 ~~ -— + 41 3215 
- 12 +- 54 + 42 --- + 188 — 146 3069 
— 64 +201 + 137 + 188 - 51 3069 
— 84 |- 126 + 42 ae =o + 42 3111 
Main Special Items Detailed{ 
Receipts as Payments 
US and Canadian loans.. 4, 909 1951-56 Annual service of US and 
IMF loan ; 300 Canadian loans, etc 
South African loan 325 1954 EPU funding payment .. 
Sale of Trinidad oil 177 IMF repayment .. 
Sale of US Govt bonds.. 30 1956 IFC subscription , 
IMF loan ; 561 1957-58 Anglo-German debts pay- 
India’s IMF loan 200 ment 
Return of interest on US 1958 Service of US and Cana- 
loan. ; 104 dian loans, etc ‘ 
Export-Import Bank 250 


* Source: Federal Reserve Bulletin. 
+ Portion of deficit or surplus settled in gold (in month following each accounting period). 
} Special German deposits, Canadian quarterly payment on 1942 loan and regular 


§ Remainder of 1947-49 loan repaid in sterling. 
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monthly funding payments to EPU countries excluded. 


UK 
Dollar 


of Balances* 


194 
267 
295 
236 
257 
508 
472 
49] 
428 
480 
679 
602 


645 
513 
657 
602 


690 
734 
731 


$mn 


181 
99 
108§ 
14 


21 
188 
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‘ : illustration shows part of Rolstore installation at Northern 
Assurance Co’s Record Office, at Moorgate, London 


Up to 50% 
more profitable space by 
putting your Storage on Wheels 











— YES, that’s what ROLSTORE Mobile Unit Storage can give 
} you, by reducing wasted gangway space to the barest minimum 
while giving instant access to every bin or rack. 






















} i POST THIS COUPON NOW! 

7 Send me proof that you can save 50% 

| of our storage space => 

| EERIE TICLE OT | == == 

| Company ........... | 

| |; ROLSTORE 
; = iDIVISION 

| | South Wharf, London, W.2 

, 8B | Telephone: AMBassador 3456 (20 lines) 
































Noble Lowndes 


Finance Limited 







Industrial Bankers 


Assets exceed 


2.000.000 


17 Lowndes Street, London, S. W.1 


Tel: Belgravia 6307/8 


Administrative Offices: 


Surrey House, Scarbrook Rd., Croydon 


Telephone: Municipal 2441 (10 lines) 


















































THE ROYAL BANK OF SCOTLAND 





Very Satisfactory Results 





Dramatic Recovery in Country’s Financial Position 





Growing Recognition of Role of Hire Purchase in Credit System 





Need for Fundamental Change in Scottish Industry to Combat 
Employment Problem 





The Duke of Buccleuch on an Eventful Year 





HE Annual General Court of Pro- 
prietors of The Royal Bank of Scotland 
was held on February 24 in Edinburgh. 


The following is the circulated statement 
of the Governor of the Bank, His Grace 
the Duke of Buccleuch and Queensberry, 
Rl» Pees SOR an, Ee 


The past year will, I am sure, go down 
in banking history as one of the most 
eventful for a very long time. ‘There can 
scarcely have been in any other period of 
six months so many important developments 
as took place in the second half of the year. 
They followed, and indeed came as a result 
of, the changes in monetary policy made 
possible by the dramatic recovery in the 
country’s financial position from the low 
point touched in the late summer of 1957. 
Since March 20 last, five successive reduc- 
tions in Bank Rate, following fairly closely 
upon one another, have brought it down to 
4 per cent. from the crisis level of 7 per cent., 
to which it had been increased in September 
1957; with one exception of minor impor- 
tance—the granting of credit for the specu- 
lative buying or holding of shares, materials 
or property—the restrictions which had for 
so long hampered the Banks in their lending 
were withdrawn in July; the controls on 
hire purchase trading were subsequently 
relaxed and later removed completely; and 
by December our Gold and Dollar reserves 
had been built up to a level which, with 
the strength being displayed by Sterling, 
justified the Authorities in making fully 
convertible all Sterling accruing on current 
account to persons outside the Scheduled 
Territories. This granting of convertibility 
to all non-resident account Sterling was 
a demonstration of the confidence with 
which the future of our currency is now 
viewed—in marked contrast to the fears 
held in September 1957—and it should 


” markets. 


enable London to regain its position as the 
world’s leading International Foreign Ex- 
change Market. Already there are indica- 
tions that much of the exchange business 
transacted in recent years in exchange 
centres overseas is returning to London. 
Another declaration of confidence was the 
decision to resume payment of the interest 
on the American and Canadian Loans. 


Exports Well Maintained 


It must be conceded that the recovery in 
our external financial position was in con- 
siderable measure due to the improvement 
in the terms of our overseas trade brought 
about by the fall in the prices of the primary 
commodities which we import. Neverthe- 
less, our exports were well maintained 
throughout a period of recession in inter- 
national trade when they might have been 
expected to fall substantially, and there was 
the most encouraging feature that in some 
of the most competitive lines we actually 
succeeded in expanding our sales in overseas 
The actual extent of the increase 
in our Reserves over the year was £284 
million; in the first half of the year the 
surplus of £334 million on our Current 
Payment Account was a record, and it is 
noteworthy that Sterling continued in de- 
mand in the second half of the year, the 
period when the pattern of our overseas 
trade generally brings it under severe 
pressure. 


Internally, the situation is rather less 
satisfactory, for there was a_ substantial 
decrease in the level of our production 
during the year and despite the success of 
the monetary policy in other directions it 
did not succeed in completely halting further 
wage increases. The increases actually 
granted were less than in recent years, the 
average rate working out at around 4 per 
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cent., but—and this is the most disturbing 
feature—the increases were not matched by 
a corresponding increase in the productivity 
of industry generally. The impact of the 
wage increases granted was, however, for- 
tunately more or less neutralised by the 
lower prices of our imports of basic com- 
modities and it was to this factor as much as 
any other that we were indebted for the 
relative stability in the level of our prices. 
Had the terms of trade not been so favour- 
able for us our prices would inevitably have 
risen as a result of the wage increases 
granted. We cannot hope to be so fortunately 
placed in this respect every year. 


Special Deposits Scheme 


The withdrawal in July of the controls 
over credit was warmly and universally 
welcomed and, while we shall have to await 
the Report of the Radcliffe Committee 
before we shall know how the credit 
situation is to be regulated in future, it is 
to be hoped that controls of the nature we 
have had in recent years will never be re- 
imposed. ‘The Authorities have, however, 
made it clear, and it bears out what I have 
said in the past, that the Bank Rate weapon 
is not now considered sufficient by itself to 
regulate the credit situation. It is admitted 
by the Chancellor of the Exchequer that 
some additional method must be available 
“to reinforce the existing machinery of 
interest rates and open market operations.”’ 
Accordingly, the Authorities, with the co- 
operation of the Banks, have drawn up a 
Special Deposits Scheme to be put into 
operation should the need to restrain an 
increase in the total of Bank advances arise 
before the Radcliffe Committee reports. 
The Scheme, which is an innovation of 
a fundamental character in British Banking 
policy, invests the Bank of England with 
power to call upon the Banks to make 
Special Deposits with it—Deposits which 
will be set apart from and not regarded as 
part of the Banks’ liquid assets. This will, 
by reducing the liquidity-of the Banking 
system, limit its capacity to add to its 
lending. Special Deposits will be distin- 
guishable from Treasury Deposit Receipts, 
which were issued during and immediately 
after the last war, in that they are to be 
used purely as an instrument of monetary 
policy and not as a means of borrowing 
from the Banking system to finance Govern- 
ment expenditure. 


Entry into Hire Purchase Field 


Following upon the relaxation of credit 
restrictions, a number of the British Banks 
acquired interests in the Share Capital of 
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Hire Purchase Finance Companies. In our 
case, in conjunction with our Associated 
Banks—Williams Deacon’s Bank Ltd. and 
Glyn, Mills & Co.—we purchased a 40 per 
cent. interest in the capital of The British 
Wagon Co. Ltd., with whom Williams 
Deacon’s Bank Ltd. have had a close con- 
nection since the Company commenced 
business almost ninety years ago. We look 
forward to a long and happy association 
with the Company and I am confident that 
the partnership will be to the mutual benefit 
of the Company and our Group. This 
association of the Banks with Hire Purchase 
Companies will give the Banks an interest 
in a section of the credit machinery which 
has become increasingly important in recent 
years. It will also add strength to the Hire 
Purchase financial system. In the past the 
Banks were the chief providers of credit, 
but now many other types of concerns are 
also providing credit either for general or 
specific purposes. Partly as a result of this 
and partly because of the restraints on Bank 
lending in recent years, the Banks- have 
actually been supplying a much smaller 
share of the credit requirements of the 
country than formerly. It is surely, there- 
fore, in their own interests and, I would 
say, in the interests of the community as 
a whole, that the Banks should not continue 
to stand aside and allow an increasing share 
of their traditional business to pass into 
other hands. There has undoubtedly been 
a great change in the public attitude to hire 
purchase and much of the prejudice with 
which it was formerly regarded has dis- 
appeared. ‘There is now a much greater dis- 
position to recognise that hire purchase has 
an important place in the credit system, 
that it stimulates the production and use of 
consumer durable goods, and that it 
encourages the acquisition of durable goods 
with money which might have been devoted 
to less worth-while forms of spending. 


Personal Loans 


I think I should at this stage refer to the 
new category of personal loans which we 
have instituted. ‘This type of loan has not 
been introduced to take the place of the 
conventional personal overdraft which we 
have always been willing to give to credit- 
worthy customers; nor has our policy in 
regard to these changed in any way. We 
consider that the new type of loan, with its 
fixed repayment terms and the fact that in 
the event of the death of the borrower 
before repayment the balance of the loan 
outstanding is extinguished, may be more 
acceptable than an ordinary overdraft to 
some people, particularly the salary and 
wage earner in receipt of a regular income. 
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I should like to see a wider section of the 
community availing themselves of the ser- 
vices of the Banks and we, on our part, 
must do everything we can to encourage 
this by offering to those whom we wish to 
attract as new customers the kind of service 
which most appropriately fits their circum- 
stances and needs. 


European Free Trade Area 


So far all the efforts directed towards the 
establishment of a European Free Trade 
Area to take its place alongside the European 
Common Market have not met with success. 
A year ago I said that we could not, by 
refusing to become part of the Free Trade 
Area, afford to isolate ourselves from the 
European Community. I hoped then that 
by this time a Free Trade Area would have 
become a reality and, still being as acutely 
conscious today of the desirability—not only 
in this country’s own interests but in the 
interests of Europe as a whole—of the setting 
up in Europe of a Free Trade Area on the 
widest possible basis, I trust that our 
Ministers will persevere in their endeavours 
to reach agreement with the other nations 
concerned. 


Scottish Unemployment Problem 


One of the most unfortunate and dis- 
turbing features of 1958, which we are 
carrying with us into 1959, is the level to 
which unemployment has risen. ‘This is 
a particularly serious matter for Scotland 
where, due to the character of our economy, 
unemployment is traditionally higher than 
in other parts of the United Kingdom. The 
proportion of the working population un- 
employed at present is twice the average for 
the whole country and even this does not 
reflect the full measure of the hardship felt 
in some areas, where a very high percentage 
of the working population is out of work. 
This is a state of affairs for which there is 
no easy or quick remedy. It is one of the 
consequences of the present structure of 
Scottish industry and it will be necessary 
for this to be fundamentally changed before 
any real and lasting improvement can be 
looked for in our general employment 
situation. Considerable effort has been 
devoted towards diversifying Scottish Indus- 
try and, indeed, much has been accom- 
plished in this direction, but the country is 
still too dependent on the ship-building and 
capital goods industries. Figures published 
during the year suggest that approximately 
12 per cent. of the Scottish population is 
dependent, directly or indirectly, upon ship- 
building. Furthermore, the proportion 
which capital goods production bears to 


consumer goods production is much higher 
in Scotland than in the United Kingdom as 
a whole and, because of this, I do not 
anticipate that the Scottish unemployment 
problem will get any quick relief from the 
recent policy changes designed to stimulate 
consumer spending. What Scotland needs 
more than anything is the establishment of 
new industries manufacturing a wide range 
of consumer durable goods. Our economy 
is at present seriously deficient in this 
respect. 


An Important Industrial Development 


It is for this reason principally that 
I welcome the decision to build a Steel 
Strip Mill at Ravenscraig. It is satisfactory 
that Scotland is being allocated a share of 
the whole strip mill project, and the Govern- 
ment’s decision was, I think, in the circum- 
stances, a fair and reasonable compromise 
in view of all the considerations—political, 
economic and social—involved. When the 
Mill is fully operational it will be capable of 
producing abundant supplies for the existing 
sheet steel consuming industries in Scotland 
and still leave adequate supplies available 
for new industries. Accordingly, if the 
country is to reap the maximum benefit 
from the new project, new sheet steel con- 
suming industries must be attracted to 
Scotland. I believe that it is one of the 
most important industrial developments in 
Scotland in recent times and that it will 
provide us with a really great opportunity 
to secure the most substantial contribution 
yet to the diversification of our industry. 
Apart from this, it will bring a better 
balance into our steel industry, which has 
always hitherto been predominantly engaged 
in producing for the heavy side of industry. 
The effect of this is seen in the extent to 
which the steel industry in Scotland 


‘operated below capacity in 1958—44 per 


cent. as compared with 25 per cent. in the 
United Kingdom as a whole. 


In September of this vear we are again 
to have in the Kelvin Hall, Glasgow, a 
Scottish Industries Exhibition organised by 
the Scottish Council (Development and In- 
dustry) on similar lines to the successful 
Exhibitions of 1949 and 1954. ‘The 
Exhibition is to be essentially a Trade Fair 
with the primary object of promoting Scot- 
tish Export Trade and stimulating further 
interest throughout the world in Scotland 
and her products. The emphasis will be 
on increasing the sales of the goods we 
produce. It is not enough that we can 
make goods of a high quality; we must also 
be able to sell them. 


In a year in which the Scottish economy 
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has suffered from the general decline in 
manufactures it is very encouraging that 
work has started on the new extension to 
the British Hydrocarbon chemical plant at 
Grangemouth. As befitting such a venture, 
the first pile was driven by Mr. Maclay, the 
Secretary of State for Scotland, at a formal 
ceremony in October. I have in other years 
stressed the value to Scotland of the develop- 
ments at Grangemouth and I hope with the 
Secretary of State that ‘‘ the versatility of 
the Chemicals produced at Grangemouth 
will ”’ before long attract to the area “‘ a still 
wider range of industrial production.”’ 


Wool 


Our high-class woollen industry which 
a few years ago was conducting a very 
substantial export business, particularly to 
Dollar Markets, encountered difficult con- 
ditions in 1958, partly because of the import 
quota arrangements imposed by the United 
States of America and partly because of the 
American recession. Prospects for 1959 are, 
however, regarded as being more favourable. 
In a recession the demand for high-quality 
goods in the luxury range is one of the first 
to be affected by the cutting down of per- 
sonal expenditure, and I hope that when 
the. recession in the United States and 
Canada finally passes, purchases of the 
products of our woollen industry will revive 
and thereby restore the industry to a leading 
position as a Dollar earner. 


Scotch Whisky 


Exports of Scotch Whisky still continue 
to expand and a new record was achieved in 
1958. Our exports of this great Dollar 
earner are still limited by the capacity of the 
Trade to increase the amount of blended 
whiskies available for sale, but there should 
be an improvement in this respect in the 
years ahead and there is every prospect that 
exports will continue to expand. 


Shipbuilding 


Although the larger shipbuilding yards 
in Scotland have full order books and some 
have sufficient work in hand for the next 
five years, the future prospects, particularly 
of the smaller yards, are less bright because 
of a definite scarcity of new orders. Keener 
prices and earlier delivery dates from coun- 
tries with shorter order books, such as 
Germany and Japan who have now greatly 
increased capacity, have resulted in much 
fiercer competition. A factor in attracting 
orders to foreign yards has been the generous 
credit terms offered by them. The cancel- 
lations of orders have also been a disquieting 
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factor, especially for some of the smaller 
yards which for the first time since before 
the war find themselves with empty berths. 
But even if the future has its uncertainties, 
it cannot altogether be without prospects 
when it is remembered that there is still 
a considerable backlog of old shipping to be 
replaced and that a new demand may arise 
for ships using nuclear power. Moreover, 
the continued expansion in the consumption 
of oil will increase the need for more tanker 
capacity, and the long-term outlook may 
therefore not be so unpromising as it may 
appear. 





Farming 


The weather during the past year was 
again unkind to farmers. The spring was 
disappointing but towards the end of April 
an improvement set in and the better 
weather in May favoured lambing on the 
hills. ‘The crops looked very healthy in 
early July when the weather was good, but 
thereafter for a period of about seven weeks 
the rainfall was abnormally heavy. This 
greatly affected the cereal crop, the east of 
Scotland suffering more in this respect than 
the west. At one time the position in the 
Lothians was desperate. Although Septem- 
ber brought better weather, the harvesting 
conditions were difficult and there can be 
no doubt that many farms suffered sub- 
stantial damage. Livestock markets, how- 
ever, were buoyant and fat cattle prices 
tended to rise to guaranteed prices and 
beyond. Notwithstanding all the difficulties 
which they have had to face, particularly 
adverse weather and rising production costs, 
our farmers are still doing a first-class job 
and continue to contribute. substantially to 
our economic health. 


The Bank’s Affairs 


Turning now to our own affairs, I feel 
sure you will derive considerable satisfaction 
from the results for the year and the state of 
the Bank’s affairs as contained in the Annual 
Report and Accounts, a copy of which 
accompanies my Statement. 


The Profit for the year—{690,771 after 
the usual allocations—is a record and it has 
enabled the Court of Directors to recom- 
mend an increase of 2 per cent. in the final 
dividend which will make 16 per cent. for 
the year as compared with 14 per cent. last 
year. It is proposed to transfer £150,000 
to the Published Reserve Fund and if the 
dividend recommendation is approved there 
will be a balance of £145,002 at>credit of 
the Profit and Loss Account to be carried 
forward. It is hoped that in the absence of 
unforeseen circumstances the dividend will 

















& SP Wee §€§ mr Pm wel ClCUC err UL ee lO Ue 


Ss BD mw 8 


~ 


Ww WW 

















be maintained next year at the increased 
rate of 16 per cent. 


Deposits at nearly £135 million were 
approximately £14 million above the figure 
at December 1957, and, while they include 
some balances which were higher than 
normal and which may have been built up 
to provide for special payments due in the 
early part of the new year, the trend of our 
Deposits throughout the year has been very 
encouraging, particularly in the second half 
of the year when the level showed a gratify- 
ing increase. 


Our Advances at December 31 amounted 
to £45,700,000—just over £3 million higher 
than at the end of 1957. With the upsurge 
in demand which has been in evidence 
since the restrictions were withdrawn in 
July and with commitments not fully drawn 


against at the end of the year, we anticipate 


that a further increase in our lending will 
take place in the current year. Although our 
Personal Loans Scheme has met with an 
encouraging response the total involved is 
not likely to become, for some time at any 
rate, a major factor in our total Advances. 


Notes in Circulation showed an increase 
of £400,000 over the total in circulation at 
the end of 1957. The smallness of this 
increase, in relation to the general expansion 
in our business, is an indication of the less 
prosperous times being experienced by in- 
dustry and the consequent rise in unemploy- 
ment and short-time working. 


Strong Financial Position 


The Balance Sheet again shows a strong 
and liquid position. Our Investments are 
entered at or under their market value at the 
end of the year. The improvement in the 
prices of British Government Stocks is one 
of the most favourable features of the past 
year and our Stockholders will not need to 
be reminded that the Bank’s results are 


affected by the provisions which have tobe - 


made to cover any diminution in the market 
value of our Investments and other con- 
tingencies. 

The increase in the Trade Investments 
from £166,500 to £1,218,687 reflects our 
investment in The British Wagon Co. Ltd. 


Associated Banks’ Continued Progress 


I am pleased to report that our Associated 
Banks continue to make satisfactory pro- 
gress. They show strong liquid positions, 
but perhaps the most pleasing feature is 
the expansion in the totals of Deposits, and 
the higher resources thus available, together 
with the increase in Advances, have enabled 
both Williams Deacon’s Bank Ltd. and 
Glyn, Mills & Co. to record higher profits. 
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You will have observed from the Press 
that during the year Williams Deacon’s 
Bank increased their Paid-up Capital from 
£2,275,000, consisting of £5 “‘A”’ Shares 
£1 paid and “ B ” Shares {1 fully paid, to 
£,2,500,000 in £1 Shares fully paid. Follow- 
ing this reconstruction of their Capital, 
Williams Deacon’s Bank raised their Reserve 
Fund to the same amount as their Paid-up 
Capital. Our practice is to value the hold- 
ings in our Associated Banks at Paid-up 
Capital and Published Reserve Fund, and 
accordingly you will observe from our 
Balance Sheet that the total under Subsidiary 
Companies is now shown at £7,400,000 as 
against £6,950,000 for last year. Both 
Williams Deacon’s Bank and Glyn, Mills & 
Co. have declared dividends at increased 
rates for 1958. 


Last year I referred to the policy of 
Williams Deacon’s Bank in expanding their 
Branch system and I am glad to report that 
in furtherance of this policy they opened 
during 1958 new Branches at Bristol, Car- 
diff, Chester, Leeds, Nantwich, Southamp- 
ton and Warrington. 


Looking at the Goup as a whole, the total 
of Deposits amounted to £341,838,679 as 
compared with £316,953,048 for the pre- 
vious year, while Advances at {113,746,841 
showed an increase of over £6 million. The 
consolidated Profit amounted to £996,289, 
an increase of £102,000 over the 1957 figure. 


There has been only one change in the 
composition of the Court of Directors since 
last year—the appointment to the Court of 
Mr. Hugh Cowan-Douglas, C.A., of Glas- 
gow, who strengthens our representation 
from that City and brings to the Court 
a wide knowledge and experience of Scottish 
Industry. We feel very fortunate to have 
secured his services. The Stockholders will 
be invited to approve his re-election. 


Residential Staff College 


I feel that I should take this opportunity 
of informing Stockholders of the inaugura- 
tion during the year of a residential Staff 
College. Since 1954 we have carried 
through a programme of training courses 
for our Branch Accountants and this experi- 
ment proved so successful that your Direc- 
tors decided to broaden the basis of the 
scheme by extending the benefits to all 
Members of the Staff by instituting a Staff 
College. Accordingly, the Bank acquired 
suitable property in Edinburgh and I am 
pleased to say that the College was opened 
on October 6 with a Branch Managers’ 
Conference. It is intended that the College 
will operate for the greater part of each year 
and the Courses will embrace all grades of 








Staff from Managers to Apprentices. Your 
Directors are confident that this develop- 
ment in Staff Training will be beneficial to 
the Bank and Staff alike and it affords the 
Board and Management the opportunity of 
meeting socially a wider circle of the Staff 
than has hitherto been possible. 


Once again I would like to pay tribute to 
our Staff. The very satisfactory results 
which I have just reported could not have 
been achieved without considerable appli- 
cation and team work. To Mr. Ballantyne 
and all those who serve so loyally under 
him I would like to convey the sincere 
appreciation of all of us. 

















Barbara Kelly asks for help — 


‘I’m asking you to help in the fight against cruelty to 

children’ says Barbara Kelly. ‘The other day the 
N.S.P.C.C. told me of a recent case which really 

shocked me. We have all heard people talking abeal a 

cruelty to children—but it raed gene until we read the ~~ 

actual details that we realise what we are up against,’ __ 
man had smacked his 2-year-old daughter — 

his hand, sa “I will © 

a chair, 
S.P.C.C. 


‘This particular 
across the mouth with the back of 
make you respect me.”’ He then pushed the child 
and kicked her as she lay on the floor. The N. 
for cruelty and he was convicted.’ . 
——. is a aay one of thousands of cases. When advising on ~ 
and bequests, please remember the 


N-S-P-C-C 


Victory House, Leicester Sq., London, WC2 : 











‘TURKIYE GARANTI BANKASI A. S. 
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CAPITAL: T.L. 20,000,000 


47 Branches in Principal Cities of Turkey 
Correspondents throughout the World 


ALL BANKING TRANSACTIONS 
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MODEL ROLAND & STONE 


Members of the New York Stock Exchange 
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